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Statement of Condition, October 17, 1934 
RESOURCES 


Cash and Due from Banks . ; ; : $202,315,255.08 
United States Government Obligations, 
Direct and Fully Guaranteed: 

Unpledged : ; $291,462,349.37 

Pledged* . : ; 59 514,698.72 350,977,048.09 
Other Bonds and Securities: == 3 

Unpledged ; : $ 66,973,382.86 

Pledged* 3 ‘ ; 249,311.72 67,222,694.58 
Loans and Discounts se ea Re 252,805,565.38 
Stock in Federal Reserve Bank ‘ : : 3 000,000.00 
Customers’ Liability on Acceptances. : 1,739,042.88 
Income Accrued but Not Collected B ; 3,715,267.83 
Banking House . . ‘ ‘ ‘ : 14,1'75,000.00 
Real Estate Owned other than Banking House 1,300,888.00 
Other Resources : : . : ; 123,775-39 


$897,374,537-23 
LIABILITIES 
Deposits: 
General : : ; $699,719,136.56 


Public Funds . P ‘ 84,713,239-13 $784,432,375.69 
Acceptances. 4 oe 1,821,387.69 


Reserve for Taxes and Interest ; : : 5.441 ,665.53 
Income Collected but Not Earned é ; ; 338,322.85 
Capital Account: 

Preferred Stock 2 $ 50,000,000.00 


Common Stock , ; 25,000,000.00 
Surplus . ; ; 10,750,000.00 
Undivided Profits . . 7,090,785.47 


Reserve for Contingencies 12,500,000.00 —_105,340,785.47 
$897,374,537-23 


*To secure public, trust department and bank receivers’ funds. 





THE BANKERS MAGAZINE 


{Continued from page m1] 


NICHOLS vs. THE NEw DEAL 
THE IMPORTANCE OF THE Morris PLAN IN THE NEw DEAL 


MONTHLY DEPARTMENTS 
EpITORIAL COMMENT 


The Future of American Banking 


INVESTMENT AND FINANCE 
Improved Prices of U. S. Bonds 


Municipal Bonds in Default 
Canada’s Improving Situation 
“Worthless” Foreign Bonds 


Heavy Over the Counter Dealings in U. S. Bonds 
FINANCIAL SITUATION ABROAD 
CURRENT CONDITIONS IN CANADA 
INTERNATIONAL BANKING NOTES 
WHaT THEY Say 
ADVERTISING AND PUBLICITY 


BooKs FOR BANKERS 


BRE ONONTIN GS INEWS cca Sk cla. Sg tke ue es a Slee 


ene Masnwes Cosvemwrmoms ....... 0c oe ee a ee ee 


The Bankers Magazine is on file in banking, reference and public libraries and is indexed every month in the Industrial Arts 
Index and the International Index to Periodicals. For further references on the above subjects consult 
The Bankers Magazine semi-annual index and the Industrial Arts Index. 


SEE THE PUBLISHER’S PAGE ON PAGE VII 





VI THE BANKERS MAGAZINE 
— 


The Union Bank of Australia, Limited 


Established 1837. Incorporated 1880. 


CAPITAL AUTHORIZED AND ISSUED £12,000,000 
PAID-UP CAPITAL 


,000 
RESERVE FUND £3,250 aa together £7,250,000 


| 

| 

| 

| 
CURRENCY RESERVE £1,600,000 
RESERVE LIABILITY of Proprietors £8,000,000 


Head Office—71, CORNHILL, LONDON, E. C. 3 


Manager—W. A. LAING Assistant Manager—f. H. McINTYRE 
Secretary—C. E. MURCH 


212 Branches throughout Australia and New Zealand, viz.:— 


In Victoria, 49; South Australia, 15; New South Wales, 54; Western Australia, 24; 
Queensland, 21; Tasmania, 3; New Zealand, 46. 


Agents and Correspondents in all parts of the World 


The Bank offers facilities for the transaction of every description of 
Banking business in Australia and New Zealand. 


Bills negotiated or sent for collection. Commercial and Circular Credits 
issued available throughout the World. 


English, Scottish & Australian Bank, 
esate 
Authorized Capital. . . - « « + ee 
Paid-up Capital . a ‘000, 000 
Further Liability of Shareholders Sig £2, 000, 00 
Reserve Fund . , a 635, 000 
Special Currency Reserve im £1,585,000 


HEAD OFFICE :—5, GRACECHURCH STREET, LONDON, E.C. 3, 
and 389 Branches and Agencies in Australia. 
Chief Office in Australia—Collins Street, Melbourne. 


BANKING AND EXCHANGE BUSINESS of every description transacted 
with Australia. BILLS NEGOTIATED or sent for COLLECTION. 
REMITTANCES made by TELEGRAPHIC TRANSFER. WOOL 
and PRODUCE CREDITS arranged. LETTERS of CREDIT and 
DRAFTS issued on all the Branches of the Bank. 


Chief Agents in United States: 


Guaranty Trust Company of New York. 

The Canadian Bank of Commerce. 

National City Bank. 

First National Bank. 

Crocker- First National Bank of San Francisco. 
The Canadian Bank of Commerce. 


A. A. SHIPSTON, Manager 











The Publisher’s Page 


VERY major period of falling security prices brings as 
an aftermath a flood of court actions wherein trust bene- 
ficiaries and legatees, feeling themselves aggrieved by 
reason of having received less than they felt they had a 
right to expect from the trust or the estate, seek to have 

the fiduciary surcharged for the loss in market values. The finan- 
cial debacle beginning in 1929 was no exception and court records 
for the past four years show a large number of such cases. In an 
article beginning on page 461, P. P. PULLEN of the Chicago Title 
and Trust Company reviews a number of recent court decisions 
and finds that “the tendency on the part of the courts, with very 
few exceptions, has been to give proper weight to the fact that a 
fiduciary is not an insurer or a guarantor and that since even the 
most prudent of men have failed to guess the security markets 
during the financial stress of the past few years, a trustee should 
not be surcharged for losses occasioned by errors of judgment.” 


Or recent years many bankers have been scanning their note 
portfolios seeking for some additional collateral to back up past- 
due and unpaid notes. Many of them have found in the life insur- 
ance cash values of their borrowers assets which have helped mate- 
rially in protecting loans and cutting down losses. GErEorGE R. 
SmirH, cashier of the Commercial National Bank, Demopolis, 
Ala., contributes an article on the subject which appears on page 
471. “In our bank,” he writes, “we called for security on doubt- 
ful notes and, if a customer had no other collateral, assignments 
on life insurance policies were accepted. Some of these policies, 
taken as security, as a last resort, had cash values and some did 
not. Through this action we have accumulated a number of life 
insurance assignments and, by setting up the cash value, have 
increased our assets considerably.” In some cases the bank after 
an assignment pays the premiums on policies of borrowers so that 
upon the latter’s death they will be able to collect the face of the 
note in full. “The policies on which we pay premiums,” Mr. 
Smith writes, “offer sound investments and while we do not collect 
the interest annually, we are allowed to increase the cash values 
on our books for more than the amount of the annual premiums 
paid by our bank. Cash values on these policies, as shown by our 
books, may be obtained at any time from the several life insurance 


companies.” 
Vu 
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THE third and final installment of “A Defense of Capitalism” 
appears in this issue beginning on page 473. In these days when 
the old order is being challenged from every side bankers will find 
these articles helpful in reviewing the strong and logical arguments 
for the capitalistic system as the best protection for human rights 
and happiness. 


TuHart in the bank deposits of this country lie tremendous poten- 
tialities for an expansion of credit is obvious to all students of our 
banking system. Just what total expansion of credit is possible, 
however, and to what limits it is likely to expand, remains a subject 
for speculation and conjecture. In this issue James C. Do.iey, 
associate professor of banking at the University of Texas, con- 
siders this interesting subject and draws his own conclusions. 
“Under existing banking statutes,” he writes, “it is possible for a 
given cash deposit in a bank to expand to many times its original 
amount via a continuous process of lending, checking out borrowed 
credit, redepositing the credit and relending it. This process, 
once started, tends to be automatic, being limited only by the 
prevailing legal reserve requirements, which at the present time 
would permit $1 in gold to support a theoretical maximum of 
about $28.50 in deposit credit.” Prof. Dolley states his con- 
clusions thus: “Once started credit expansion will go far towards 
its gold reserve limit and will carry with it a rapidly rising com- 
modity price level. However, the start must await certain business 
recovery with assured prospects of business profits. The present 
economic reform program of the Administration, which clouds the 
outlook for profits, guarantees that the start will be slow and 
perhaps indefinitely delayed. Over the next few months the 
prospect is that rising bank deposits will parallel closely new 
government borrowing from the commercial banks.” 


BELIEVING that the readers of THr Bankers MAaGazineE are 
vitally interested in the state of public opinion on monetary and 
banking affairs we have asked CHariEs R. Anarr, president of 
the American Monet tary Reform Association, to outline the aims 
and purposes of his association and to frankly state its program. 
This he has done in an article beginning on page 485. Mr. Adair’s 
objectives are startling and will probably appeal to many as being 
so impractical and unworkable as not to be worthy of serious con- 
sideration. However, it would seem that such views should be 
taken into account as there are undoubtedly many non-bankers 
who hold similar and equally startling opinions of what is best 
for the “reform” of our present money and banking system. We 
hope to publish a vigorous rebuttal of Mr. Adair’s arguments in 
an early issue. 
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Editorial Comment 
THE FUTURE OF AMERICAN BANKING 


HAT our banking institutions 
ic completely emerged from the 

difficulties with which they were 
so long confronted, and are now in a 
position to resume their ordinary func- 
tions, are fair inferences to be drawn 
from the recent convention of the 
American Bankers Association at Wash- 
ington, October 22-25. As an extended 
review of the proceedings of the con- 
vention will be published in the next 
issue of THE BANKERS MAGAZINE, only 
a few of the outstanding events of the 
meeting will be noticed at this time. 

Under the presidency of Francis M. 
Law, the American Bankers Associa- 
tion has been active in efforts to bring 
about a better understanding of the re- 
lations of banks to the people, and has 
endeavored, and with conspicuous suc’ 
cess, tO remove any antagonism that 
may have existed between the banks 
and the existing Administration at 
Washington. President Law’s policy 
was decidedly conciliatory, and it has 
borne fruit. Mr. Law, in his annual 
address, especially warned against over- 
optimism on the part of bankers, and 
expressed the view that the restoration 
of business depended largely upon in- 
dividual initiative. He pointed out 
that of the increase of some $10,000,- 
000,000 in the public debt in recent 
years, the banks had taken 70 per ‘cent. 
of this amount. 

No doubt the interest of the Wash- 
ington convention centered on the ad- 
dress of the President of the United 
States. Perhaps some of the bankers 
really expected the President would 
take advantage of this opportunity to 
declare that social experimentation was 
to be curtailed. the budget balanced, 
that there would be no further infla- 


tion, and no additional cut in the con- 
tent of the dollar. If these expecta- 
tions were cherished, they were defi- 
nitely upset, even before the President 
began speaking. Preceding his address, 
Jackson E. Reynolds, president of the 
First National Bank of New York, 
spoke briefly, beginning his remarks by 
asking the bankers three questions, for 
their private consideration. These ques- 
tions related to the care of the destitute 
and unemployed, the difficulty of fixing 
a precise date when the budget could 
be balanced, and the propriety of tying 
our hands with respect to other cur- 
rencies that the 


by now declaring 
present stabilization of the dollar would 


stand for all time. Thus were the high 
expectations of the more hopeful bank- 
ers dispelled even before the President 
began to speak. 

But if Mr. Roosevelt did not di- 
rectly give assurance on some of these 
important matters, his address was not 
lacking in clear-cut declarations. 

“The old fallacious notion of the 
bankers on the one side,” he said, “and 
the Government on the other as more 
or less equal and independent units, 
has passed away.” 

Other significant statements in the 
President’s address were: 

“In March, 1933, I asked the people 
of this country to renew their con- 
fidence in banks. They took me at my 
word. Tonight I ask the bankers: of 
this country to renew their confidence 
in the people of this country. I. hope 
you will take me at my word.” 

“Just as it is to be expected that the 
banks will resume their responsibility 
and take up the burden that.the Gov- 
ernment has assumed through its credit 
agencies, so I assume and expect that 
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private business generally will be 
financed by the great credit resources 
which the present liquidity of banks 
makes possible. Our traditional system 
has been built upon this principle, and 
the recovery of our economic life should 
be accomplished through the assumption 
of this responsibility.” 

“While there lies before us still the 
necessity for large expenditures for the 
relief of unemployment, I think we 
should all proceed in the expectation 
that the revival of business activity will 
steadily reduce this burden.” 

“With respect to international rela- 
tionships, I have been glad to note the 
growing appreciation in other nations 
of the desirability of arriving, as 
quickly as possible, at a point of steadi- 
ness of prices and values. This objec- 
tive of a greater steadiness we have 
constantly kept before us as our na- 
tional policy.” 

“It is in the spirit of American in- 
stitutions that wealth should come as 
the reward of hard labor of mind and 


hand. That is what we call a profit 
system.” 

“The time is ripe for an alliance of 
all forces intent upon the business of 


recovery. In such an alliance will be 
found business and banking, agricul- 
ture and industry, and labor and cap- 
ital. What an all-American team that 
is! The possibilities of such a team 
kindle the imagination—they encourage 
our determination—they make easier 
the tasks of those in your Government 
who are leading it.” 

Following this address by the Chief 
Executive, expressions of approval of 
its spirit have come from bankers gen- 
erally, and action has been taken to 
give effect to the President’s sugges- 
tions. 

It is highly desirable that pleasant 
relations should exist between the banks 
of the country and the Administration 
in Washington. Perhaps it is even more 
desirable that the causes which may 
have disturbed these relations should 
be removed to the extent possible. 

The sentimental effect of the recon- 
ciliation between the banks and the 
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Government may prove of great im- 
portance. But it is well to remember 
that the facts of the situation have not 
been substantially altered by it. If the 
lending policy of the banks was hin- 
dered by fears about the budget, in- 
flation, and further devaluation of the 
dollar, nothing has been said or done 
to remove those fears. 

But if lack of lending is not due to 
the indisposition of the banks to lend, 
but of business men to borrow, it is 
again hard to see how the situation has 
suddenly been changed by the Presi- 
dent’s address. 

It is not without special significance 
that the report of the committee on 
resolutions, at the Washington conven- 
tion, after a few preliminary observa- 
tions, was devoted entirely to the ques- 
tion of a balanced budget. “The Amer- 
ican Bankers Association,’ the report 
said, “believes that the establishment of 
a balanced national budget at the 
earliest possible date is essential to the 
national welfare and an important fac- 
tor in world recovery.” 

Bankers at the convention listened 
with especial interest to the address of 
Leo T. Crowley, chairman of the Fed- 
eral Deposit Insurance Corporation. He 
expressed the belief that it would be 
wise to confine the amount of insurance 
to $5000 for each depositor, and that 
instead of the present method of secur- 
ing contributions to meet losses, a fixed 
premium should be provided for, which 
could be done only after further ex- 
perience and much study. Mr. Crowley 
was strongly in favor of limiting bank 
losses by an improvement in the capital 
structure of the banks, the prompt writ- 
ing off of losses, and the raising of the 
standard of bank management. 

The future of banking in the United 
States, for some time at least, would 
seem to depend upon the attitude of 
business men. It is claimed by the 
banks that they are in a liquid condi- 
tion, and with large excess reserves, are 
in a position to meet all sound credit 
demands. If loans do not expand, the 
fault lies with business and not with 
the banks. There has been much specu: 
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lation as to why banks do not lend, 
but it seems that the real question is, 
why do business men not borrow. 

As pointed out by Mr. Law, the 
banks are lending largely to the Gov- 
ernment, while the latter in turn lends 


largely to enterprises usually seeking 
loans at the banks. It is an anomalous 
position, and one to be corrected as 
speedily as possible. If the banks are 
to furnish to the Treasury the funds 
it lends to industry and trade, while 
the banks will be largely relieved from 
risk, the profit to be derived will be 
very small. 

So far as one could judge from what 
was done at Washington, such matters 
as unit banks and branch banks re- 
ceived scant consideration. 

While not in the least underestimat- 


ing the good results that may flow from 
better relations between the Federal 
Government and the country’s banks, 
it is believed that only as the prospects 
of profitable enterprise and trade im- 
prove, will there be any notable expan- 
sion in bank loans. It is gratifying to 
note that already there are some signs 
that trade prospects are improving and 
bank loans expanding. 

The future of American banking is 
bound up with the prosperity of the 
people. 

As President Roosevelt said: “The 
time is ripe for an alliance of all 
forces intent upon the business of re- 
covery. In such an alliance will be 
found business and banking, agricul- 
ture and industry, and labor and cap- 
ital.” 





The Power of the Genie Bank Check 


A Doggerel of More Truth Than Poetry in Seven Verses 


By E. S. WooLLey 
President, E. $. Woolley Corporation, New York 


Copyright by E. S. Woolley 


Getting a service charge cheerfully accepted by depositors has long been a difficult 


banking problem. 


economist, for the use of his clients in solving this problem. 
illustrated folders in which these verses are presented have found them most effective. 


The following verses were written by E. §. Woolley, prominent bank 


Banks that have used the 
These 


folders are available for those wishing to secure them from the Woolley Corporation.—Editor. 


Have you ever stopped think what a 
bank check does for you? 

How it aids the Nation’s business as 
nothing else could do? 

It provides the means of transfer of 
funds both large and small 

Without which the wheels of industry 


could never turn at all. 


In days gone by a man needs have a 
carrier for his purse 


Who followed him from place to place 
and did his cash disburse 

But those who still continue to pay their 
bills this way 

Are out of step with modern times in 
this more efficient day. 


Bank checks today traverse the globe to 
places far and wide 

Because such safe and compact proof of 
payments they provide 

For instance:—-See how great a space a 

few months’ bills demand 

year’s receipts, in the form of 

checks, can be held in a single 


hand. 


But a 


Also a check is always made for the 
exact amount you pay 

So those with check accounts are like 
the Mint of the U. S. A. 

No need to bother to wait for change or 
stand in a tiresome line 

Your check’s your servant, it waits for 
you, thus saves you precious time. 


Among other things your bank checks 
do, are keep your funds 
secure 

And give you a record of all you spend 
that is accurate and sure 

They play the part of a credit guide no 
matter where you go 

For they introduce you to the world as 
one it is well to know. 


For all this service the bank just asks that 
you pay the little sum 

That is fair to you and fair to the bank 
and fair to everyone. 

The money which your deposit earns is 
credited to you 

And if it’s enough it will pay for all the 
checks that you put through. 


But if any time the earnings decline in your personal account 

And the bank says, “Will you kindly pay the monthly small amount 
Which is indicated clearly on the schedule here annexed?” 

Then it’s right that you should pay it and unjust if you get vexed. 
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Fiduciaries’ Liability for Loss 


The Trend of Recent Court Decisions 


By P. P. PULLEN 


Chicago Title and Trust Company 


curity prices brings as an after- 
math a flood of court actions 
wherein trust beneficiaries and legatees, 
feeling themselves aggrieved by reason 
of having received less than they felt 
they had a right to expect from the 
trust or the estate, seek to have the 
fiduciary surcharged for the loss in mar- 
ket values. The financial debacle be- 
ginning in 1929 was no exception, and 
court records for the past four years 
show a large number of such cases. 
The tendency on the part of the 
courts, with very few exceptions, has 
been to give proper weight to the fact 
that a fiduciary is not an insurer or a 
guarantor and that since even the most 
prudent of men have failed to guess the 
security markets during the financial 
stress of the past few years, a trustee 
should not be surcharged for losses oc- 
casioned by errors of judgment. 
Among the earliest of the cases grow- 
ing out of the security market collapse 
was that of In re Clark’s Estate which 
was decided by the New York Surro- 
gate Court on March 1, 1931. This 
decision was adverse to the trustee and, 
until the ruling was reversed by the 
New York Court of Appeals on July 15 
of the same year, the holding of Surro- 
gate Slater was the subject of many ar- 
ticles, most of which criticized the pa’ 
ternalistic attitude of the court and 
questioned the power of the court to 
force the trustee to surrender the dis- 
cretion in the matter of investment 
holdings which the testator gave to it. 
Seemingly in direct conflict with the 
Clark case—although the court does 
draw some distinctions—is the decision 
in Estate of Jesse Winburn, rendered 
the following month by the same court. 
In this case, after the executors had 


Bes major period of falling se- 


filed their final account, objections were 
interposed alleging that the executors 
should have sold certain securities at the 
highest available market instead of hold- 
ing them as part of the estate. 

The court stated, “When the execu- 
tors took over the estate herein, a finan- 
cial storm had set in—not country-wide 
but world-wide. And, in the exercise 
of their judgment, they continued to 
hold the securities for the purpose of 
passing them on to the trustees. The 
storm has not yet subsided. There is 
a strong undercurrent of depression still 
running. In the face of such conditions 
I think it would be unreasonable to hold 
executors liable for retaining such well- 
seasoned securities in the light of the 
terms of the will and the interest of the 
testator.” 

This trend of reasoning, and in some 
cases almost these exact words, are 
found in subsequent court decisions 
throughout this line of cases. 

Following this decision by less than 
three months came the reversal of the 
case of In re Clark’s Estate. In re Ful- 
ton Trust Company of New York 
(Clark’s Will) 257 N. Y. 132. Since 
this is recognized as the leading case 
on the subject it may not be amiss to 
review briefly the facts. 

Among the securities turned over to 
the Fulton Trust Company as trustee 
under the will of Frederick H. Clark 
were certain stocks of the Cuban Ameri- 
can Sugar Company and the Guan- 
tanamo Sugar Company. In his will 
Clark had empowered his executors and 
trustees “to continue all the investment 
of money in the securities made by me 
and which shall come into their posses- 
sion and control at my decease, without 
any personal liability for so doing.” The 
action was brought by the trust bene- 
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ficiaries to surcharge the trustee for al- 
leged losses incurred by reason of not 
selling the securities at a higher price 
than that which later obtained. 

In reviewing the facts the Court of 
Appeals found that the securities were 
examined and considered by a commit- 
tee of the trustee’s directors at least 
once in every six months. This commit- 
tee was composed of distinguished 
financiers, members of the stock ex- 
change, lawyers and others of equal 
prominence in the business and financial 
world. It was their judgment that the 
sugar stocks should not be sold. They 
consulted the testator’s brother, himself 
a vice-president of the Cuban American 
Sugar Company, and it was his advice 
not to sell. They consulted H. O. and 
Wm. Havemeyer, prominent figures in 
the sugar trade, and received the same 
advice. 

“With all the advices which the trus- 
tee received from those well versed in 
the sugar trade and in finance, and those 
experienced in the vagaries of the stock 


exchange, counseling delay, how can it 
be said that it was negligent in omitting 
to make prompt disposal of the stocks?” 


inquired the court. “Under these cir- 
cumstances was it the part of wisdom 
to sell the stocks at what each month 
may well have seemed bottom prices?” 

“Under the circumstances,” concluded 
the court, “we think that the trustee, 
as the event has proven, was guilty, at 
the very most, of an error of judgment 
in not making sale of the stocks at an 
earlier date. It may have been deficient 
in prevision and prophecy; it was not 
lacking in the exercise of care. There- 
fore, even if the immunity from liability 
provided for by the testator does not 
cover the case, we think that there has 
been no fault and that it was error to so 
find.” 

In the case of North Adams National 
Bank vs. Curtiss, decided on March 16, 
1932, by the Supreme Judicial Court 
of Massachusetts, the action was brought 
to charge a trustee for loss incurred in 
the market value of the trust corpus. 
The trial court refused to surcharge the 
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trustee for market losses and on appeal 
the decision was sustained. 

“There was evidence,” said the court, 
“that the trust officers of the bank and 
its board of directors gave much time 
and thought to the administration of 
this trust and frequently sought the aid 
of counsel in matters connected with it.” 

In Matter of Parsons, decided April 9, 
1932, by Albany County Surrogate 
Court, testamentary trustees received 
certain nonlegal securities originally 
purchased by the testatrix. The evidence 
showed that the trustees consuited with 
bankers and brokers relative to the re- 
tention of these securities and on their 
advice, coupled with their own judg- 
ment, decided not to sell them. The 
securities declined in value because of 
the general business depression, and in 
refusing to surcharge the trustees for 
the loss the court held: 


“It has not been denied that the 
investments of the testatrix were of an 
unusually high character, and it must 
be conceded that the market conditions 
were such that other prudent men of 
discretion and intelligence were wholly 
at a loss to know what action to take 
with investments of a high character 
owned by them. It cannot be said, 
therefore, either as a question of fact 
or as a question of law, that these trus- 
tees failed to convert the securities into 
legal investments for trust estates within 
a reasonable time. They acted with 
prudence and diligence and may not be 
condemned because they, like thousands 
of other prudent men, failed to prevision 
the cataclysm that occurred and so ma- 
terially lessened the value of the invest- 
ments intrusted to their care. There is 
a broad distinction between negligence 
and mere error of judgment, and a trus- 
tee acting honestly and with ordinary 
prudence should not be held liable for 
unfortunate results which he could not 
be expected to foresee and was powerless 
to prevent.” 


In the case of the Estate of Edward 
S. Pratt (257 N. Y. S. 226) it was 
claimed that the administration retained 
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certain securities an undue length of 
time, thus permitting them to depreciate 
in value, and the court was asked to sur- 
charge the administration with the 
shrinkage in value of these securities al- 
leged to be due to negligence in with- 
holding them from sale. 

In holding for the trustee the court 
cited Matter of Clark, referred to pre- 
viously, and numerous older cases in 
which the evidence was held not to jus- 
tify a surcharge of the representatives 
for the decline in the value of the assets 
held by them. Among these other cases 
cited was Matter of Weston, involving 
the holding of securities during the panic 
of 1873; Matter of Varet relating to 
the crisis which arose at the beginning 
of the World War in 1914, and the 
Lazar and Winburn cases, which ap- 
plied to the present financial depression. 

The court said, “The decline in values 
after the proceeding was begun and be- 
fore it was brought on for trial was not 
occasioned by any negligence on the 
part of the administrator. Nor did the 


objectants during this period at any 
time insist upon the immediate sale of 


the securities. They were content to 
permit them to remain. .. . There is 
no evidence of bad faith or fraud or 
dishonesty on the part of the admin- 
istrator or proof of personal advantage 
occurring to him. There was an error 
of judgment in not making the sale of 
stocks earlier in the course of administra- 
tion. That mistake, however, in the 
absence of negligence, cannot be made 
the basis for an award of pecuniary 
damage against the accounting party.” 

The Albany County Surrogate Court, 
in deciding the case of In re Sprong’s 
Estate on July 11, 1932, held, “From 
the evidence it is apparent that the ac- 
counting party acted in good faith and 
with prudence and diligence and it 
should not be condemned for its failure 
to prevent what subsequently occurred. 
A wave of depression had engulfed the 
country; securities of all sorts, including 
those of the highest class, were rapidly 
shrinking in value. A prudent business 
man, dealing with his own investments, 
would have been in doubt as to whether 
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he should hold or sell . . . There was 
an error of judgment in not making the 
sale of stocks earlier in the course of 
administration. That mistake, however, 
in the absence of negligence, cannot be 
made the basis for an award of pecuniary 
damage against the accounting party.” 

In the Estate of Virginia Tryon Kent 
a New York Surrogate Court held that 
the executor exercised due care and 
acted in good faith in retaining certain 
stocks which had been purchased by the 
testatrix and that the executor should 
not be surcharged with the loss result- 
ing from the shrinkage in value of the 
retained securities, especially where cer- 
tain of the legatees requested the reten- 
tion of such securities. 

Surrogate Foley held, “In the light of 
subsequent events the executor should 
have sold perhaps in the first few 
months, perhaps not later than six 
months. A keen and far-sighted execu- 
tor might have disposed by that time of 
sufficient stock to pay the administra- 
tion expenses and other charges and even 
general legacies. But the law does not 
test the conduct by a standard of specu’ 
lative vigilance or vision... The 
beneficiaries must be overruled, for I 
find that the executor was not guilty of 
negligence or lack of prudence or vigi- 
lance in the handling of the estate.” 

In Matter of Disbrow, N. Y. Queens 
County Surrogate Court, decided No- 
vember 23, 1932, the court said, “These 
executors in common with others be- 
lieved and were even advised that the 
condition was temporary and that the 
market would recover. The most that 
can be charged to them is an error of 
judgment, and for which they are not 
answerable.” 

In Chemical Bank and Trust Com- 
pany v. Reynaud et al. the court stated, 
“In determining whether the acts of a 
trustee have been prudent within the 
meaning of the rule we must ‘look at 
the facts as they exist at the time of 
their occurrence, not aided or enlight- 
ened by these which subsequently take 
place. (Purdy v. Lynch, 145 N. Y. 
462, 475). ‘A wisdom developed after 
an event and having it and its conse- 





464 


quences as a source is a standard no 
man should be judged by.” (Costello v. 
Certello, 209 N. Y. 252, 262).” 

The Orphans’ Court of Philadelphia, 
on January 17, 1933, held, in Curran’s 
Estate. “The evidence before me as to 
the management of the trust estate dis- 
closes neither neglect nor inattention on 
the part of the trustees. The retention 
of the securities in question was the re- 
sult of the exercise of their sound judg- 
ment—the outcome of frequent con- 
sultations. That some of the securities 
retained by the trustees have declined 
in market value, as is the case with al- 
most all securities at the present time, 
is not a sufficient ground for surcharging 
the trustees with the difference between 
the maximum price for the securities 
during the time in which they were held 
and the present market value thereof.” 

In the Matter of McCafferty, N. Y. 
Kings County Surrogate Court, the 
facts showed that the testator owned 
bonds and stocks at the time of his 
death worth approximately $963,000. 


These were retained by the executors 


and at the time of accounting had 
shrunk to $363,000. The executors 
were the testator’s son and daughter. 
The son was a mature business man 
with long investment experience. The 
daughter’s husband also had investment 
experience. A son-in-law of the tes- 
tator’s other daughter was a Wall Street 
man and constantly in touch with the 
stock market. These three acted as an 
investment committee and consulted to- 
gether at least once a month. They 
sought information constantly from 
every reliable source and conferred with 
ofcers of leading banks and trust com: 
panies relative to the advisability of re- 
taining or selling the securities of the 
estate. 

The court held that having exercised 
proper care and diligence this mere fact 
that their judgment turned out to be 
wrong did not make them liable. 

“The test by which the conduct of 
the executors must be gauged... .,” 
said the court, “is whether they con- 
scientiously took advantage of the 
sources of guidance which were reason- 
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ably available to them and governed 
themselves accordingly.” 

An unusual set of facts obtained in 
Estate of Eugene S. Booth, which caused 
the New York County Surrogate’s 
Court to surcharge the executor for the 
loss caused by the shrinkage of Tokyo 
Electric Co., Lim. stock during the time 
it was held in the estate. 

Letters were issued to the bank as 
executor on April 10, 1931. The se- 
curities in the estate were promptly and 
carefully examined and on or about 
June 15, 1931, a tentative report was 
made to the trust investment committee 
of the bank. The committee ordered a 
complete report concerning the Tokyo 
Electric stock to be made to. it at its 
September meeting. This was done, and 
the committee decided that the stock 
should be sold. Thereafter one of the 
trust officers communicated this informa- 
tion to the widow of the testator and 
learned that her brother might be in- 
terested in the purchase of the shares 
upon his arrival in the United States 
from some foreign country. The brother 
arrived in October, 1931, stated that he 
was interested in acquiring the shares 
and upon his return to Japan he would 
decide definitely and notify the execu- 
tor. The matter was left in this state 
until February, 1932, when a sale of the 
stock was made to him at the then 
market price in Tokyo. Action was 
brought by the special guardian charg’ 
ing that the executor was at fault in 
not having disposed of the shares more 
promptly after the investment commit: 
tee had ordered them sold. 

In handng down its decision the 
court stated, “In reaching the conclu’ 
sions herein stated the court has given 
full weight to Matter of Clark and 
Matter of Kent. The court considers 
with entire sympathy the difficulties 
which have confronted fiduciaries in the 
handling of securities during the long 
continued financial storm which has 
wrought havoc with financial structures 
supposed to be impregnable and which 
has stultified the expressed judgments of 
so-called leaders in politics, business and 
finance. Nothing in the opinion in: the 
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cited cases excuses the act of the execu 
tor in not realizing promptly upon the 
shares of Tokyo Electric Company, 
Lim., after it had completed. studies 
extending over a period of five months 
and after its investment committee had 
determined that a sale should be made. 
On the contrary, the opinion in Matter 
of Clark states expressly that the secu- 
rities in the trust there under considera- 
tion had been examined and considered 
by a committee of the trustee’s directors 
at least once in every six months and, 
as the opinion says, it was their judg- 
ment that the stock should not be sold. 
In the instant case the same type of 
examination was made by a committee 
charged with the same duty and, as 
above stated, it decided that the stock 
should be sold. Even under the prin- 
ciples enunciated in the Clark case lia- 
bility attaches in the instant case for 
failure to sell within a reasonable time 
thereafter. Any other construction of 
would expose all 
trusts and estates to uncompensated 
losses no matter how negligently in- 
curred if only the testator had granted 
discretion to his executors or trustees to 
hold securities owned by him at his 
death.” 

Testimony in O'Brien's Estate, Or- 
phans’ Court of Philadelphia, indicated 
that the trust officers of the trustee had 
the matter of the sale of certain stock 
contained in the trust continually before 
them and that, since the stock was 
profitable to the estate up to 1929, it 
was decided to retain it. After that 
date, due to financial conditions, it was 
the belief of the trustee that the offer- 
ing of so large a block of stock would 
break the price. The court held that 
the trustee was not bound to sell in an 
abnormal market and that it would not 
be surcharged where it is shown that 
the judgment of its officers, based on 
existing conditions, has been honestly 
exercised, 

The decision of the Orphans’ Court 
of Montgomery County, Pennsylvania, 
in the matter of Estate of Mary Alice 
Van Horn is of special interest in this 
connection because it cites several of 


the Clark opinion 


465 


the older cases where a financial depres- 
sion was the cause of wholesale shrink- 
age in security values. 

Said the court, “This is not the first 
‘depression case’ in the judicial history 
of this state, where financial panic inter- 
vened between a decedent’s death and 
the liquidation of his assets. Indeed, 
the estate of the distinguished Chief 
Justice Woodward was the victim of a 
depression of fifty years ago. Wood- 
ward’s Estate, 27 W. N. C. 407 (1890). 
He died in 1875, owning certain stock 
appraised at $50 per share. Shortly 
thereafter a decline began, but his execu- 
tor thought it only temporary and, un- 
der advice of counsel, the stock was re- 
tained until 1889, when sold at $40. 
Surcharge was denied because it was not 
shown that the executor did not act in 
good faith, the court saying: “Trustees 
are not supposed to have powers of 
divination.” 

“In Stewart's Appeal, 110 Pa. 410 
(1885), the executor held stock for four 
years after decedent’s death. Surcharge 
for loss sustained was likewise refused, 
and it was held that it was not ‘supine 
negligence’ to hold stock bought by de- 
cedent and held at his death which was 
dividend paying. 

“The panic of 1907 is represented by 
Dauler’s Estate, 247 Pa. 356 (1915) 
where likewise surcharge was denied for 
loss on stock held unconverted, because 
the executors attitude was not war- 
ranted or arbitrary and their good faith 
not questioned.” 

The Orphans’ Court for Philadelphia 
County, in Jenk’s Estate, held “The ex- 
ceptants claimed that the executor was 
guilty of gross negligence in failing to 
convert the stocks immediately. It would 
be going entirely too far to hold that 
an executor is bound in such a state of 
affairs to sell at once or be responsible 
for losses occasioned by his failure to 
do so. The general rule should apply 
that he is bound to exercise his best 
judgment based on his actual considera- 
tion of existing conditions.” 

Leonard A. Busby died in September, 
1930, and the First National Bank of 
Chicago assumed the duties of executor. 
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The net value of the securities in the 
estate was approximately $650,000, se- 
curities worth $1,450,000 having been 
pledged to secure an indebtedness of 
about $950,000. . In the fall of 1930 the 
executor, in its considered judgment, 
was of the opinion that better price 
would prevail in 1931 and determined 
to save as much of the estate as possible 
by retaining some of the securities in- 
stead of selling them. By September, 
1931, however, the net value of the se- 
curities had shrunk to less than $200,- 
000 and upon the filing of the executor’s 
current account the objector petitioned 
that the executor be surcharged for the 
loss sustained. 

In handing down its decision in this 
case, Estate of Leonard A. Busby, the 
court said: 

“We know now, in the light of the 
events of the past three years, that the 
judgment of the executor in failing to 
sell all of the securities in the Busby es- 
tate at the earliest possible opportunity 
was wrong. But this case is not to be 
determined upon our present knowledge 
of past errors. The question before the 
court is whether or not the executor was 
negligent in the performance of its 
duties in the face of conditions existing 
during 1930 and 1931. As one of our 
New York colleagues once pithily said 
in a similar case: “The situation is not 
to be judged in retrospect, but in pros- 
pect. Even the witless fool may pose 
as a paragon of wisdom after the un 
foreseeable disaster has occurred.” 

“The law governing the action of 
executors or administrators of estates 
is stated by our Supreme Court in the 
following language: ‘In the perform- 
ance of his duties an administrator must 
act with the highest degree of fidelity 
and with the utmost good faith, but he 
is held to the exercise of only that de- 
gree of skill and diligence which an or’ 
dinarily prudent man bestows upon his 
own private affairs. Nothing more can 
be required of him, and if his acts will 
stand the test of that rule, he cannot be 
held liable for any loss that may be sus’ 
tained by the estate of his intestate.’ 
“Integrity and fidelity are the virtues 
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with which an executor must be en- 
dowed. No charge of bad faith on the 
part of the executor is made here. No 
charge is made that the executor devoted 
less skill and diligence to the conduct 
of this estate than it bestowed upon its 
own affairs. In fact the evidence dis- 
closes that the bank officers were much 
concerned over the diminution of the 
estate; that the course adopted by the 
executor was designed to protect and 
conserve the assets and to avoid the sac- 
rifice of securities at prices then con- 
sidered too low. It seems evident that 
the bank determined to save the estate 
even at loss to itself. . . . 

“It is the court’s opinion, after a 
careful consideration and determination 
of all the facts here involved, that the 
executor devoted to the problems con- 
fronting it in connection with this es- 
tate all of the facilities available in this 
large financial institution; that its best 
judgment was exercised in administer- 
ing the estate; that it was not guilty of 
negligence as charged by the objector; 
and in the view taken by this court of 
the law applicable to the facts in this 
case no relief can be granted to the ob- 
jector.” 

In the case of Pope v. Safe Deposit 
and Trust Company of Baltimore, de- 
cided December 14, 1933, a corporate 
fiduciary sought the court’s decision as 
to whether it was justified in accepting 
securities turned over to it without mak- 
ing application to surcharge the former 
trustee. The court held, “It is a rule 
as ancient as human nature, recognized 
in the common law as applied to self- 
defence, that a man must be judged by 
the circumstances as they appear to him 
in the light of the surrounding circum’ 
stances when he had to act, and that he 
must not be judged by what a post 
mortem may disclose at some time after; 
because, when he acts, he has not the 
benefit of the post mortem. Therefore, 
when the question is raised in 1933 as 
to the responsibility of the trustee for 
investments made in 1928, he did not 
at that time have the benefit of the post 
mortem, when death overtook the coun’ 
try, or the world, in 1929, with the 


THE BANKERS MAGAZINE 


wreckage of stocks and bonds and secu- 
rities and values, which upset all 
philosophies. Mr. Pope invested as trus- 
tee at a time when the country was 
prosperous, at a time when everybody 
thought that things were going along on 
a boom market, except perhaps mem- 
bers of the present ‘Brain Trust’ who 
may have foreseen the break, but if they 
did, they did not prophesy it. So that, 
unquestionably, I think his action has 
to be viewed as if we stepped back into 
the picture of the world as conditions 
were in 1928.” 

In refusing to hold a trust company 
as co-executor liable for losses in invest- 
ments due to the depression, the New 
York Surrogate’s Court held, Feb- 
ruary 5, 1934, in the case of In re West- 
chester Title and Trust Company: 

“The courts must be guided by what 
is common knowledge. It is common 
knowledge that since October, 1929, 
this country has been passing through a 
financial panic wherein the values of 
realty and personalty have shrunk to a 
measure beyond belief . . . Surrogate 
Delehanty in Matter of Beadleston, (416 
Misc. 548, 550) said, ‘whatever may 
be said in retrospect of the judgment of 
these executors in retaining speculative 
securities for a period of over two years, 
and in a generally declining market, it 
is also a matter of common knowledge 
that scores of individuals of wide busi- 
ness experience have dealt with their 
own securities in precisely the same 
way. . . . While the whole story re- 
garding this estate is an unhappy one 
and is the result of general financial 
conditions, and particularly because of 
the debacle of the so-called ‘Insull Cor- 
porations,’ it provides no justification for 
surcharging these two executors.” 

On February 9, 1934, the Appellate 
Division, Second Department, reversed 
the decision of the Westchester County 
Surrogates Court in In re Flint’s Estate, 
148 Misc. 474, and held that it was 
error to surcharge the trustee. In so 
holding, the court quoted from Matter 
of Andrews (239 App. Div. 32, 36): 
“We must review the executors’ acts 
by a standard long relied on, that is. 
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we must ‘look at the facts as they exist 
at the time of their occurrence, not aided 
or enlightened by those which subse- 
quently take place’ (Peckham, J., in 
Prudy v. Lynch, 145 N. Y. 462, 475). 
The situation is to be adjudged not in 
retrospect but in prospect. Even the 
witless fool may pose as a paragon of 
wisdom after the unforeseeable disaster 
has occurred.” 

James Pettigrew died in 1928. His 
executors, the facts showed, made many 
unsuccessful attempts to sell the real 
estate at a price near its real value and 
in February, 1931, they sold the secu- 
rities in the estate at higher prices than 
had obtained for many months. In the 
action brought by a beneficiary under 
the Pettigrew will: (In re Pettigrew, 
N. J. Prerogative Court, 115 N. J. Eq. 
401) the court refused (February 26, 
1934) to surcharge the executors, hold- 
ing that fiduciaries acting in good faith 
and with all the care and prudence of 
cautious men, should not be subjected 
to liability for an error made in the 
honest exercise of their judgment. 

Shortly after this decision, on April 
20, 1934, the same court handed down 
a decision in the case of Estate of Wil- 
liam N. Cross in which it was held that 
a trust company as executor was liable 
for losses incurred through the retention 
of speculative stocks of the testator even 
though the executor was forbidden to 
sell such stocks without the consent of 
the co-executor, the testator’s brother. 

The court said, “The trust company 
fully realized the stocks were not proper 
investments for the estate, and felt that 
they should be sold as soon as possible 
. . . but did nothing except to counsel 
the co-executor to sell, accepting his re- 
fusal without protest, complacently .. . 
and thereafter, all during the long period 
of their mournful descent, the trust 
company remained quiescent, an on- 
looker of the passing tragedy, content 
that the co-executor’s heydey resolution 
not to sell relieved it of responsibility. 
. . . Its duty was plain: to bring the 
matter into court for instructions. .. . 
The court had the power to order a 
sale, notwithstanding the provisions of 
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the will that the brother consent, and 
would have exercised it upon a showing 
of abuse of the discretion.” 

In People’s National Bank v. Bichler, 
115 N. J. Eg. 617, decided April 12, 
1934, the court goes rather fully into 
the matter of the stock market break of 
1929. The principal item in the estate 
appears to be a number of shares of 
Associated Gas and Electric Company 
stock, which appeared in the inventory 
filed in February, 1929, at a value of 
$58.25 a share. On October 1 the value 
was 677/g, on June 1, 1930, it was 38 
and on February 21, 1931, it was 21. 

“In the light of history,” said the 
court, “it would of course have been 
wiser to have sold the securities within 
a short time after the appointment of 
the administrator, but wisdom after the 
event is not the test of responsibility, 
and the law holds trustees, whether ad- 
ministrator, executor, guardian or others 
standing in fiduciary relation, only to 
the exercise of reasonable diligence and 
ordinary prudence and caution. 

“The master, in his report in this 
case, quoting from an earlier decision 
says, ‘It was common knowledge not 
only amongst bankers, and trust com- 
panies as well, that the stock market 
conditions at the time of the testator’s 
death was an unhealthy one, that values 
were very much inflated, and that a 
crash was almost sure to come. We 
have no such prescience, and if there 
was such knowledge in the minds of the 
financial community and the general 
public it is strange that the crash did 
not occur long before through the pre- 
cipitate sale of overvalued securities. 
Our observation fails to discover any 
such state of the public mind and none 
such was chargeable to the administra- 
tion in this case. The crash of October, 
1929, would appear to have been no 
more discernible than the even greater 
fall in values which took place subse- 
quently. 
x indicated 


We have already 
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that no charge of neglect could be laid 
to the door of the administrator because 
of failure to dispose of this class of se- 
curities prior to the break in October. 
There came at that time a precipitous 
decline in the value of all securities, 
good and bad. It is common knowledge, 
as expressed by Vice-Chancellor Lewis 
in In re Pettigrew, supra, that at that 
time ‘financial geniuses were literally 
pouring their fortunes into the coffers 
of the stock market so that they might 
be able to hold, rather than sacrifice, 
their securities. In not then selling, 
they (executors) merely did as other 
hundred of thousands of ordinarily pru- 
dent and cautious persons. To charge 
them for so acting would be to exact 
of them the exercise of a far greater de- 
gree of care, caution and far-sightedness 
than would have been exercised by the 
ordinarily average prudent and cautious 
person under similar circumstances.’ ” 


In Matter of Stumpp, New York 
County Surrogate Court, reported in 


New York Law Journal, September 8, 


1934, we find a short summary appli- 
cable generally to this line of cases: 

“The courts have recognized and will 
continue to recognize the unusual bur- 
den cast upon fiduciaries by the unprec- 
edented shrinkage in values beginning 
in the fall of 1929. Similar recognition 
was accorded by the courts to conditions 
which followed prior industrial depres- 
sions. The current depression, how- 
ever, has not given an immunity bath to 
unfaithful fiduciaries. Nothing in Mat- 
ter of Clark (supra) warrants any fidu- 
ciary to ask as of course that losses in 
his trust shall be excused because of 
the depression. Fiduciaries who have 
honestly struggled with a difficult situa- 
tion without seeking personal gain at 
the expense of their trusts will be given 
the benefit of that consideration which 
should be extended to good faith, honest 
effort and a fair performance of fidu- 
ciary duty.” 
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Assets Revealed in Insurance 


Cash Values 


By GeorcEe R. SMITH 
Assistant Cashier, Commercial National Bank, Demopolis, Alabama 


IFE insurance plays an important part 
in modern business today. To 


banks, life insurance affords added 
protection to many loans made upon the 
integrity and business ability of the 
borrower, rather than on security. Bank- 
ers believe that a loan of this nature 
will be liquidated if the borrower lives, 
and the life insurance policy, taken as 
collateral, will insure prompt payment 
of the loan should the customer die be- 
fore the maturity date. 

For a number of years bank examiners 
have been pushing bankers for collec- 
tion of notes which they have classed as 
slow, or doubtful. Bankers have heeded 
this demand and, through various 
methods, have either made collection or 
secured ample collateral from the bor- 
rower on many of these notes. There 
has been, however, some paper in every 
bank’s portfolio which remained unpaid 
and unsecured. These notes, the bane 
of a banker's existence, have been 
charged off as losses. 

In our bank, we called for security on 
doubtful notes and, if a customer had 
no other collateral, assignments on life 
insurance policies were accepted. Some 
of these policies, taken as security, as a 
last resort, had cash values and some 
did not. Through this action we have 
accumulated a number of life insurance 
assignments and, by setting up the cash 
value, have increased our assets consid- 
erably. Before accepting policies, under 
this plan, an anlysis of each policy was 
necessary to determine whether our 
bank would profit through this method. 
Especially was a complete analysis im- 
portant on policies where customers 
were unable to pay the premiums on the 
policies. The following factors had to 
be considered carefully in order that 
the investment, in premiums, made by 


our bank, would guarantee a fair re- 
turn, increase the cash value of the 
policy, and finally make it possible for 
us to recover loans charged off and 
otherwise uncollectable. These essential 
factors were: 


. The Cash Value of the Policy. 
. The Age of the Policy. 

. Form of Policy. 

. Absolute Assignments. 

. The Age of the Insured. 


The cash value of the policy accepted 
was an important feature under this 
plan and we found that borrowers had, 
in some instances, larger cash values 
than was shown by the policy, due to 
accumulated dividends left with the 
company. It was essential to have the 
company issuing the policies to furnish 
us with a complete statement of the 
financial condition of each policy 
handled. We had to take into consid- 
eration whether or not a loan had been 
obtained on the policy or, whether it 
had been pledged as security to some 
firm, or individual, other than the in- 
surance company. If a loan had been 
obtained on the policy we would re- 
quire payment of the outstanding loan 
before the policy was assigned to us. 
The method our president employed to 
accomplish this purpose has worked very 
succesfully for our bank. To illustrate 
how the plan operates let us use the fol- 
lowing case: A $10,000 policy is car- 
ried with a loan outstanding for the en- 
tire cash value of the policy. The pre- 
mium, plus the interest on the loan to 
the insurance company, was almost pro- 
hibitive for the borrower, whose earn- 
ing power had decreased greatly in re- 
cent years. This customer had reached 
a point where he was seriously thinking 
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of surrendering the policy in payment 
of the loan. Through investigation we 
found that it was possible to reduce the 
amount of the policy from $10,000 
to $2000, pay up the loan to the com- 
pany and reduce the premium to an 
amount which the borrower was able 
to pay. While no cash value existed in 
the policy we took an absolute assign- 
ment which assured us that the note of 
this customer which we had charged off, 
plus the interest on the note, would be 
recovered at some future date, or at the 
time of the borrower's death. On some 
policies which we received under the 
plan we found an opportunity to make 
splendid investments. 

Policies which had been in force for 
fifteen years, or more, upon which no 
loan had been made, were examples of 
some we now hold. We were glad of 
the opportunity to set up the cash values 
of these policies on our books “Cash 
Surrender Value of Life Insurance 
Policies,” and to pay the premiums on 
the policies since their cash value would 
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increase each year more than _ the 
amount of the annual premium, besides 
they offered a guarantee of payment of 
loans charged off in case of death of the 
insured. Since the law allows a bank, 
or the assignee, to collect only the 
amount of money a borrower owes, plus 
the amount of premiums paid, it would 
not be an advantage to our bank to 
carry a policy for an amount above the 
total debt of the insured. In case of 
death of the customer the amount of 
insurance, in excess of the loan, interest 
and dividends paid, must be paid over 
to the estate of the insured. Also in 
the plan outlined here, it is often neces- 
sary to change the form of policy which 
is offered as collateral on charge off 
loans. 

We found that some customers, who 
had large families were carrying twenty 
year endowment policies at a high pre- 
mium, when greater protection and a 
larger amount of insurance was needed. 
This proposition was worked out satis- 
factorily with the customer by either 
changing the policies to ordinary life 
forms, at reduced premiums or by re- 
questing a new policy from the borrower 
for the amount of our loan. Oftentimes 
it is possible to change an endowment 
policy to ordinary life form, reduce the 
premium, pay up a loan on the policy, 
without decreasing the total amount of 
insurance. We have found that this 
method employed in a manner, as out- 
lined in this article, will upon the death 
of the borrower, allow us to make total 
collection on his charged off note. The 
policies upon which we pay premiums 
offer sound investments and while we 
do not collect the interest annually, we 
are allowed to increase the cash values 
on our books for more than the amount 
of the annual premiums paid by our 
bank. Cash values on these policies, as 
shown by our books, may be obtained 
at any time from the several life in- 
surance companies. 
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A Defense of Capitalism 


This is the third of three installments of this vigorous defense of the institution of 
capitalism. It is taken from the fifth annual report of the board of directors of the Societe 
Financiere de Transports et d’Enterprises Industrielles (Sofina), Brussels. The first install- 
ment appeared in the September number.—EpiTor. 


IV.—THE FUTURE OF CAPITAL- 
ISM 


ETHICS OF CAPITALISM 


HE spirit of lucre is denounced as 
a vice inherent in the capitalist 


régime. By definition, the capital- 
ist’s motive is profit; and search for gain 
is hardly in itself a noble impulse. 

Yet it is not without ethical value. 
As a rule the capitalist has in mind not 
so much his own well-being as that of 
his family; his savings benefit the com- 
munity, whose resources it increases and 
husbands. But apart from this his 
motive is essentially the desire for an 
independence that will give him greater 
freedom in the choice of his occupations 
and enable him to follow generous in- 
clinations. 

However, the greatness of capitalism 
lies in the altruism it implies; involun- 
tary altruism in most cases, but none 
the less real. For the capitalist’s profit 
can be obtained only by placing wealth 
at the service of others, and as a rule 
in proportion to the service rendered. 
Indeed, the community usually benefits 
from the interested activities of capital- 
ists and their agents, while it frequently 
suffers as a result of the well-inten- 
tioned efforts of public authorities. 


THE CAPITALIST’S RESPONSIBILITIES 


It should be more fully recognized 
that the capitalist accomplishes a social 
service. Some would regard as an evil 
the fact that the duties of the capitalist, 
the entrepreneur and the employe, are 
vested in different persons; to our eyes, 
on the contrary, this is a division that 
has the merit of defining the responsi- 
bilities and rights arising from three 
distinct activities that contribute to the 
common prosperity. 


It is desirable that the capitalist should 
be conscious of his social function; 
much improvidence will be avoided ac- 
cording to the progress of his education 
up to this understanding. If every 
capitalist kept correct accounts, and 
especially if this were the case with 
industrial and agricultural undertakings 
in which the remunerations of the capi- 
talist, the entrepreneur and the employe, 
are still too often confused, capital would 
be less often directed towards unprofit- 
able employment. 

Incidentally, a clear separation—which 
it might be advisable to render com- 
pulsory—as between normal revenue 
and unforeseen profits would enable the 
shareholders, and even the management 
of the undertaking, to form a better 
estimate of its value. 

In exposing his wealth the capitalist 
must avoid risks that are out of propor- 
tion to the profit that he may reason- 
ably expect or to the losses he could 
bear without gravely impairing his eco- 
nomic capacity. That is one of the 
duties pertaining to his function. To- 
day the imprudent capitalist is an object 
of ridicule or commiseration; public 
opinion will gradually learn to adopt 
towards him the attitude of reprobation 
which despite the relaxation in business 
morality is still assumed towards the 
bankrupt in most civilized countries. 
Indeed, it is this very reprobation that 
has made it possible to abolish imprison- 
ment for debt. 

Usury, which consists in deriving an 
abusive advantage from the borrowers’ 
needs or passions, continues to be the 
subject of public odium; but opinion is 
not sufficiently severe in regard to the 
lender who knowingly or negligently 
supplies capital without making sure 
that it will be properly utilized. 

And the financier who—merely for 
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the sake of the profit he intends to 
make on the issue—inflicts injury on 
savings by having securities issued of 
which the proceeds will not serve either 
to create or consolidate a useful under- 
taking deserves to be held responsible 
for such injury. 

Certain forms of abuse are difficult 
to check without the risk of interfering 
with legitimate credit transactions. How- 
ever, claims arising out of certain sharp 
practices could be declared legally void 
as being without just cause. 

Subject to these reservations the capi- 
talist’s mission is duly carried out when 
he seeks to derive the best yield from 
his capital. Some consider that the 
“impersonal” character of capital in 
joint-stock companies is an evil; to our 
mind this is rather a happy form of 
division of labor. The capitalist can 
usefully supervise the manner in which 
his funds are administered; it is neither 
necessary nor desirable that he should 
trespass on the task of the entrepreneur. 


DUTIES OF THE ENTREPRENEUR 


The entrepreneur has duties towards 
the capitalists whose wealth is entrusted 
to his care, towards the employes of the 
undertaking, and towards the com- 
munity. When the entrepreneur is a 
corporation. these duties devolve upon 
its representatives. 

Capitalists have a right to expect that 
the entrepreneur or whoever is his agent 
be loyal both to the interests of the 
undertaking and to their individual in- 
terests as investors; that he shall devote 
his energies to the undertaking and be 
competent to conduct it. His failings, 
like those of the capitalist, are as yet too 
readily condoned by public opinion. 

His employes may justly demand 
working conditions that will not impair 
their health, together with a remunera- 
tion and security of employment that 
will enable their families and themselves 
at least to lead the life of human beings. 
The employer must endeavor to meet 
these claims in a generous spirit so far 
as the undertaking’s stability and prog- 
ress permit. It is necessary to make 
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this reservation, which no law could 
remove, because the undertaking’s spend- 
ing capacity is limited by its resources, 
and its capacity of development depends 
on its profits. When the workers un- 
derstand the mutual dependence of their 
interests and those of the provider of 
capital, and the employer realizes his 
duties towards them, mistrust and fric- 
tion dissolve in good will and co-opera- 
tion. 

In many countries law and jurispru- 
dence regarding unfair competition need 
fuller elaboration. The tactics by which 
an entrepreneur or a group of entre- 
preneurs abuse their resources in order 
to ruin a weaker though economically 
sound competitive undertaking by un- 
derselling are still often looked upon 
with favor by many consumers who 
do not see further than the temporary 
advantage they derive from this “free 
competition.” Though the fixing of 
minimum prices by law and the meas- 
ures hitherto taken to counter “dump- 


ing” have always led to disappointment, 
rules for the repression of immoral prac- 


tices in international as well as do- 
mestic trade will in time be evolved by 
the ingenuity of lawyers and diplo- 
matists. 

It goes without saying that every kind 
of fraud affecting the quality of goods 
must be prohibited; and this is a matter 
on which both the legislative and ex- 
excutive powers can lay down useful 
regulations. 

Negligence and misuse in the applica- 
tion and administration of capital will 
be looked upon with less indulgence as 
the capitalist community gathers expe- 
rience. It is incumbent on those who 
handle extensive capital to set a good 
example and to exercise their authority 
in such a way as to infuse a truer sense 
of responsibility in the investing public 
as well as in those who undertake to 
render its investments profitable. Their 
duties are in proportion to their power. 
It rests with them, severally and by 
concerted action, to uphold the key idea 
of capitalism which is to serve and 
merit the reward of service. But their 
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efforts would be in vain without the 
backing of public opinion. 


PUBLIC CONTROL 


Is it necessary for public authorities 
to intervene for the protection and 
guidance of the investing public? 

Generally speaking, the attempts that 
have been made in that direction have 
not provided capitalists with the ex- 
pected guarantees; the authorities have 
merely committed themselves to re- 
sponsibility and harmed their credit by 
assuming an illusory control. Even as- 
suming that it would be feasible to 
find a sufficient number of supervisors 
with the requisite competence to for- 
bid hazardous adventures, they could 
not be entrusted with the impossible 
task of dictating investments or develop- 
ments that would be both cautious and 
fruitful. 

On the other hand, it might be ad- 
visable to generalize and perfect the 
laws that already exist in various coun- 
tries relating to the accountancy of 
private undertakings, the issue and ne- 
gotiation of securities, the duties of 
institutions receiving money deposits, 
and, in general, the responsibilities of 
company promoters and directors. Penal- 
ties might be imposed for any infringe- 
ment of these laws and even any serious 
negligence in the administration of third 
party funds. 

PLANNED ECONOMY 

But how can one avoid or at least 
extenuate losses that are merely due to 
such improvidence as jwill always be 
found among entrepreneurs? And how 
can capital be directed towards uses 
that will best serve the interest of the 
community? These two questions are 
interlinked, because it may be admitted 
in principle that the remuneration of 
capital will be in proportion to the 
usefulness of its application. Yet it is 
precisely in regard to this usefulness 
that the entrepreneur's judgment may 
be at fault. 

Besides, in certain cases the general 
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interest requires that an undertaking be 
operated without regard to its yield. 
In our last report we showed in what 
instances, in our judgment, it might be 
expendient to adopt this course, and we 
concluded that when such cases arise it 
is best both for the community and for 
the users that public authorities should 
not themselves operate the undertaking 
but rather that they should grant sub- 
sidies to a concession-holder in order to 
permit a reasonable remuneration of the 
capital invested. 

Being in a good position to survey 
the economic conditions throughout the 
territory it administers and to take a 
long view of the nation’s requirements 
the Government can outline a general 
economic policy. The impetus trade 
and industry received in England dur- 
ing the XVIth century, in France dur- 
ing the XVIIth and in Prussia during 
the following century shows how the 
foresight of wwell-advised rulers can 
further national prosperity. 

It is incumbent upon governments 
to clear the channels for commerce, to 
favor those branches of industry and 
agriculture that they consider indis- 
pensable to their country, to develop 
systems of communication and transport, 
to co-ordinate such activities as require 
greater cohesion, and to restrain fruit- 
less competition. It is their duty also 
to aid enterprise by supplying statistics 
and carrying on research work. But 
when they attempt to manage economy 
in its every detail they are assuming a 
task far too ambitious and indeed im- 
possible and absurd. An army of of- 
ficials would be inadequate to replace 
the judgment and inventive spirit of a 
multitude of private entrepreneurs. 

During recent years the principal 
governments have rendered conspicuous 
service to capitalism and to the eco- 
nomic system of the world by taking 
steps to maintain their national currency 
at a constant value in terms of other 
currencies. By adopting the gold stand- 
ard they committed themselves to adjust 
their financial and economic policy in 
such ‘a way as to maintain stability in 
their country’s balance of payments. 
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In the course of the last few years 
capitalism has been taught some painful 
lessons in monetary matters; the experi- 
ments that are proceeding in the United 
States will help to enlighten it. What- 
ever may be learned from these expe- 
riences there would seem to be no doubt 
that the stability of currencies in terms 
of a common unit and their manage- 
ment according to certain common rules 
must be one of the first aims of every 
government. 

International trade and flow of capi- 
tal cannot be restored until this problem 
has been solved. 


STRENGTHENING CAPITALISM 


In the field of economics the primary 
task of a government bent on enhancing 
the national wealth consists in assisting 
and not hindering the exchange of serv- 
ices. For undertakings have been cre- 


ated for these very exchanges, and it is 
on these that the value of the under- 
taking depends; the exchange of goods 


and service is the chief source of income 
and the sole justification of a reward. 

Now a resumption and expansion of 
exchanges supposes confidence that peace 
and order are assured and that con- 
tracts will be respected; and it also 
requires a policy directed towards the 
reconstitution of capital. 

EDUCATING PUBLIC OPINION 

We have seen how the accumulation 
of savings and the formation of fresh 
capital is discouraged today by the ex- 
cessive charges inflicted on undertakings 
and by the undue proportion of rev- 
enues that the public authorities deflect 
from private enterprise. In most coun- 
tries it is admitted that state budgets 
are overinflated; the authorities are 
endeavoring to reduce the allowances 
granted to certain members of the com- 
munity which are absorbing such a 
considerable portion of the national rev- 
enue that they cannot continue to be 
paid without jeopardizing either public 
or private budgets or at least making 
it impossible to maintain productive ex- 


THE BANKERS MAGAZINE 


penditure at its proper level. On the 
other hand, the mistakes made in fiscal 
matters are not yet sufficiently under- 
stood. 

In particular, public opinion still has 
to realize that the existence of relatively 
large individual incomes benefits the 
general economy and that serious dis- 
advantages would accompany a leveling 
of fortunes before the happy days when 
general enrichment will have turned 
this world into a vast land flowing 
with milk and honey. Or again, it 
should realize more cle ae that “‘asso- 
ciated” capital deserve a higher re- 
muneration than “credi tor” capital ow- 
ing to the risks dhe former assumes in 
consenting to share the fate of the 
undertaking; if profits and dividends 
were only moderately taxed undertak- 
ings would not run up such alarming 
debts, amortization could be better ad- 
justed to the rhythm of new invention, 
and excesses of speculation would be 
curbed by diverting the speculative spirit 
from the quest for quick profits to the 
search for investments promising a high 


yield. 
REGULATED COMPETITION 


According to some writers economic 
nationalism, which the war brought to 
its present pitch, marks the end of the 
capitalist régime. Undoubtedly “au- 
tarchic”’ tendencies are harmful to 
capitalism to the extent to which they 
diminish the quantity and value of 
capital by restricting the field for ex- 
changes. The decline in general pros- 
perity which they bring about reflects 
upon every country, however great its 
area and resources, in consequence of 
the interdependence of nations. They 
aggravate international differences and 
ill-feeling. But the damage they inflict 
upon the very nations who indulge in 
such ideas will cause those nations to 
abandon them and seek fresh under- 
standings. 

Likewise, the struggles blindly op- 
posing labor and capital are becoming 
less bitter. They can have no other 

effect than to prevent a satisfactory re- 
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muneration and consequently perform- 
ance of the services that capitalists and 
workers must mutually provide. In this 
regard, the institutions created to foster 
a better understanding between em- 
ployers and employes can but be favor- 
able to the progress of capitalism. This 
understanding will become easier as 
capitalism spreads amongst the masses, 
and the increasing number of capitalists 
will cause wider circles to realize the 
merits and just claims of capital. 

Likewise again, the return to “corpo- 
ratism,’ which is commended in many 
quarters, would help to _ consolidate 
rather than check capitalism, as some 
anticipate. This policy, which tends to 
entrust to economic groups the task of 
co-ordinating the activities of their 
members, is nothing but a method of 
restricting excessive competition and of 
encouraging specialization and _ conse- 
quently exchanges. Favorable to “hori- 
zontal concentration” the movement 
might be adverse to “vertical concentra- 
tion”: thus in certain Flemish cities at 
the close of the Middle Ages cloth 
merchants were not allowed to be wool 
merchants at the same time. Yet it 
might easily be pushed too far; French 
industry almost perished when it be- 
came enmeshed in a network of regula- 
tions as a result of an exaggerated 
application of the policy outlined by 
Colbert. 

If the economic body requires to be 
“disciplined,” as Mr. Mussolini puts it, 
the danger is that this “discipline” 
should be hastily and clumsily imposed 
upon it by the public authorities accord- 
ing to rashly devised plans instead of 
by voluntary agreements entered into by 
competing or kindred undertakings with 
the encouragement of the authorities. 

President Roosevelt's “codes” and 
Herr Hitler’s “fronts” aim at accelerat- 
ing a trend in this direction. Thus the 
“Elektrofront” brings within a single 
professional group all manufacturers, 
contractors, traders and agents, who 
deal in electrical equipment. In Japan, 
a foreign trade monopoly is granted to 
exporters’ “guilds” formed under the 
patronage of the government. 
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The growing number of agreements 
between the producers of various metals 
and agricultural products show that 
this evolution is proceeding spontane- 
ously in many countries. In Great 
Britain, “Electricity Development As- 
sociations” are being formed with a 
view to promoting the joint interests of 
producers and distributors of electric 
energy and those of manufacturers and 
sellers of electrical equipment. 

Trusts, cartels, holdings, national and 
international federations, are merely the 
outcome of this tendency towards better 
co-ordination. This is a constructive 
movement aiming at an adjustment of 
production to the possibilities of con- 
sumption whilst extending these possi- 
bilities, and it must not be hindered. 
There is a fear that these “monopolies” 
will exploit the consumer; but the only 
actual examples that can be cited to 
substantiate this apprehension are of 
minor significance for the simple reason 
that capitalistic enterprise will naturally 
seek to enlarge its custom. Again, it is 
feared that undertakings on too large 
a scale are bound to be subject to dis- 
order and waste because there must be 
a head to every undertaking, and the 
field which a “captain of industry” can 
survey is necessarily limited. But in- 
ordinately big concerns are short-lived; 
they split up sooner or later in order 
to improve their yield. Under state- 
socialism, on the contrary, provincial, 
municipal and “co-operative,” under- 
takings would be sacrificed to those of 
the state, which in turn would be 
doomed to stagnation by reason of the 
very giganticism from which they would 
be suffering. 

Of course, any industrial or financial 
concentration might amplify the effects 
of improvident management. But this 
danger would obviously be far greater 
if the entire economic system were to 
come under state management, and as 
the government would not necessarily 
have to be financially successful in order 
to keep its undertakings going it would 
not be deterred by failure from perse- 
vering in its errors. 

Moreover, every government is na- 
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tionalist by nature. Whereas the bent 
of capitalism is to promote production 
in whatever part of the world condi- 
tions are most appropriate, governments 
would cast a jealous eye on any enter- 
prise that might escape their control. 
They would superfluously add at home 
equipment already existing adequately 
in other countries, or they would sub- 
stitute high-cost goods for those that 
can be supplied more cheaply by foreign 
producers whose expensive installations 
would perforce become idle. Indeed, 
at the present time this narrow-minded 
outlook induces municipal authorities to 
create irrational undertakings and 
oblige their citizens to take from them 
supplies or services that could be ob- 
tained at less cost from other parts of 
the country. 

It is true that leaders of industrial 
and agricultural production have of 
late years been guilty of similar mis- 
takes. They have looked too much to 


the state for aid. Not only have they 
claimed compensation for the charges 


imposed upon them by the Government 
in its solicitude for the interests of 
others, and protection against indis- 
criminate foreign competition, but they 
have even tried to saddle the community 
with the consequences of their own 
improvidence. Their cries for state as- 
sistance, in so far as they can be 
interpreted as signs of incompetence, 
cast discredit on private initiative. On 
the other hand, public authorities lower 
themselves in the eyes of the public 
when they favor one category of citi- 
zens and despoil another, and set them- 
selves up as competitors of a third. 

Capitalism, by striving to bring order 
into national and international economy, 
will help public authorities to renounce 
activities for which they are not fitted 
and will strengthen the conciliatory 
endeavors of diplomacy. Thenceforth 
it will ask for no other safeguard than 
freedom to carry out its mission. How- 
ever, to accomplish this it must dispose 
of the requisite means. 

The primary need is that more capital 
should be available, or in other words 
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that more wealth should be a source of 
income to those who apply it to the 
service of others. 

According to certain writers, the 
world being equipped to produce more 
than it consumes, additional capital 
would not find any remuneration. They 
fail to see that even the most developed 
countries are still practically new areas. 
In Germany, for example, in 1925, less 
than 25 per cent. of the industrial estab- 
lishments used mechanical power. 

The overequipment of which there 
is so much talk just now has no real 
existence; such as it is supposed to be, 
it arises from the fact that the neces- 
sity of specializing productions in what- 
ever places most favorable conditions 
obtain has been disregarded. As soon 
as this error is realized and corrected, 
and exchanges of which the flow has 
been suspended by ill-conceived policies 
are restored, there will not be much if 
any superfluous plant. 

Others declare that industry could 
not find fresh outlets, because three- 
quarters of the world’s population are 
settled in agricultural countries and the 
price of agricultural produce is neces 
sarily so low that it could not be ex- 
changed for greater quantities of manu- 
factured goods. They overlook not 
only the scope that exists for exchanges 
between the industrial countries but 
above all the infinite variety of services 
that can be rendered the immense di- 
versity of raw-materials and food-stuffs 
for which a demand can be created 
and the resources that can be derived 
from tourist traffic, catering for which 
is still in its infancy. 

Precisely owing to the variety of 
commodities that can be exchanged to 
meet the multiplicity of needs, more 
and more supplies are required, and 
therefore more abundant capital. The 
desire to be in a position to meet every 
demand by means of comparatively 
small stocks is one of the objects of 
industrial concentration. 

Moreover, it stands to reason that 
wherever population expands the aggre- 
gate wealth must increase in order that 
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the average means per head should not 
diminish. 

Capital will be required in order to 
reconstitute that which has been lost 
in the present depression, although a 
business recovery must obviously restore 
much of that which today may seem 
to be lost. This restoration will be 
considerably furthered when, with a re- 
turn to confidence and optimism, cur- 
rency that is at present idle will again 
be put into circulation. 

In order that wealth applied to the 
service of others may be a source of 
income goods and services must be pro- 
curable in return for those that the 
capitalist provides, and consequently 
these must be in demand as well as 
on offer. It is therefore essential that 
exchanges be facilitated and markets 
better provided with means of payment. 

Some may object that there is too 
much ready money in existence cun- 
sidering the huge sums of currency that 
are hoarded in certain countries. But 
they forget that money not applied to 
the service of others, be it for lack of 
offer or lack of demand, does not count 
as capital. 

A plentiful supply of capital will 
bring about lower money rates for long- 
term investments and render public and 
private budgets less difficult to balance. 
Initiative will be stimulated and there 
will be more openings for higher paid 
work when a larger proportion of the 
price of goods and services can accrue 
to enterprise and labor. 


DISCIPLINED CAPITALISM 


Thanks to the better organization 
that capital will adopt in the light of 
experience, losses on investments will 


become more rare. They will never 
be eliminated entirely; whatever precau- 
tion man may take in preparing, fertil- 
izing and sowing his field, he cannot 
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master the storm and command the 
sunshine. 

Venturesome capitalists will continue 
to take risks and their boldness will 
remain an asset to the community. In 
a nation that is not ripe for bondage, 
men will always wish to dispose freely 
of their wealth in so far as that freedom 
is not inconsistent with the interests of 
the family and of the community; and 
they will be determined to set aside 
wealth and increase their income in 
order to increase their independence. 

Nearly everywhere public opinion is 
turning against state management of 
undertakings and against wanton class 
strife; even in Soviet Russia capitalism 
is being reinvented by stages. 

No doubt the present régime is far 
from perfect. But is it necessary to 
forego the benefits of fire because care- 
less or criminal hands sometimes cause 
conflagrations? 

It must not be forgotten that al- 
though capitalism has existed from time 
immemorial it owes its present expan- 
sion almost entirely to its extraordinarily 
rapid though superficial development in 
the course of the past century. Capi- 
talism is a young giant whose strength 
will be increasingly devoted to the serv- 
ice of mankind. Whilst it has not yet 
fully mastered the use of its energies 
and requires a more orderly develop- 
ment of its activities, it will learn its 
duties and how to fulfill them. It will 
also learn its deserts and how to ensure 
their reward. 

So great is the power that capitalism 
derives from this will to serve which 
is the very reason of its existence, that 
we deem it unlikely that it should suc- 
cumb beneath the weight of the shackles 
with which governments and minor 
authorities, pressed by non-enlightened 
opinion, might attempt to coerce it. 

Capitalism is not in the throes of 
death; it is merely suffering from grow- 
ing pains. 
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months a primary objective of the 

Administration recovery program 
has been to raise commodity prices, par- 
ticularly those of staple farm products. 
Pursuit of this end thus far has involved 
five major lines of attack: currency 
tinkering, the A.A.A., the N.R.A., 
heavy government expenditures, and ef- 
forts to bring about an expansion of 
commercial bank credit. The A.A.A. 
was expected to raise prices through re- 
stricting the production of farm staples; 
the N.R.A. through an artificial in- 
crease in industrial operating costs. 
Enormous emergency expenditures by 
the Government, of course, constitute a 
form of credit inflation. 

However, greatest reliance in the 
price-raising campaign has been placed 
upon monetary manipulation. With 
this object in view, the Administration 
successively dropped the gold standard, 
carried out its gold pricing policy, de- 
valued the dollar by 41 per cent., and 
adopted in June, 1934, a program of 
extensive silver purchasing. The cur- 
rency tinkering campaign having failed 
to produce the desired effect on com- 
modity prices, the Administration early 
in 1934 attempted to encourage an ex- 
pansion of commercial bank credit. 
Groundwork for such an expansion had 
been laid during the preceding summer 
when the Federal Reserve banks had en- 
gaged in an open market buying cam- 
paign to the extent of some $593,- 
000,000. Further, during the six months 
following October 21, each of the Fed- 
eral Reserve banks had lowered its dis- 
count rate to levels ranging from 114 
per cent. to 3 per cent. To render the 
supply of loanable funds yet more abun- 
dant, great political pressure was ex- 
erted on commercial banks to broaden 
their capital structures through needless 
issues of preferred stock and debenture 
notes. 
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Efforts to induce commercial banks 
to expand their loans by adopting lib- 
eral loan policies have fortunately 
proved futile. The effective demand for 
commercial credit, aside from that of 
the Federal Government, has not in- 
creased and is not likely to increase so 
long as the Administration reform pro- 
gram is operative. The latest attempt to 
expand commercial credit has taken the 
form of direct government loans to in- 
dustry through the medium of the 
R.F.C. and the Federal Reserve banks. 

The fact that these various artificial 
stimuli have thus far failed to bring 
about the desired expansion of bank 
credit should not blind the observer to 
the present existence of an enormous 
potential supply of credit which could 
be created by developing business ac- 
tivity. Open market buying by the 
Federal Reserve banks, the return of 
hoarded currency to the banks, dollar 
debasement, gold imports, and, more re- 
cently, silver purchasing, have together 
created a reservoir of bank credit of al- 
most unbelievable proportions. It is the 
purpose of this article to estimate 
roughly the extent of this potential bank 
credit expansion. 

THEORY OF BANK CREDIT EXPANSION 

Under existing bank statutes, it is 
possible for a given cash deposit in a 
bank to expand to many times its 
original amount via a continuous process 
of lending, checking out borrowed 
credit, re-depositing the credit, and re- 
lending it. This process, once started, 
tends to be automatic, being limited only 
by the prevailing legal reserve require- 
ments, which at the present time would 
permit $1 in gold to support a theo 
retical maximum of about $28.50 in de- 
posit credit. 

This theoretical limit, however, will 
be reached only under the following 
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assumptions: (1) That the average legal 
reserve required behind commercial bank 
deposits is 10 per cent.; (2)- that there 
is an effective demand for loans at all 
commercial banks; (3) that all bank 
lending takes the form of book credits 
in favor of the borrowers, i.e., no cash 
is paid out to borrowers, and (4) that 
loan credits checked out by borrowers 
are promptly redeposited by the check 
receivers in their various banks, none 
of the credits being withdrawn in cash. 

It is apparent, of course, that none 
of these assumptions will be fully real- 
ized in actual experience. Thus, the 
average legal reserve requirement is 
somewhat more than 10 per cent. and, 
in addition, required till money reserves 
probably amount to 3 or 4 per cent.; 
there is never a completely effective de- 
mand for commercial credit; and some 
portion of commercial bank loan credits 
will always be withdrawn as cash. It 
is probable, therefore, that the practical 
limit of credit expansion is more nearly 
$12 to $14 in deposit credit to $1 in 
gold, than $28.50 to $1. 

Bank credit expansion develops 
through what might be termed two suc- 
cessive waves of expansion. The first 
wave, designated as primary expansion, 
can proceed to a theoretical maximum 
of ten times the surplus cash and excess 
reserve balances of the commercial 
banks through the following expansion 
process. The banks lend their excess 
reserves to commercial borrowers, who 
promptly check out the resulting loan 
credits and send the checks to their 
various creditors. These creditors de- 
posit the checks in their respective 
banks, thus building up the demand de- 
posits of these banks. Against these 
new deposits, this group of banks must 
retain 10 per cent. as legal reserve, 
lending out the remaining 90 per cent. 
to commercial borrowers, who check out 
the loan credits as before, and so on. 
Under the stated assumptions, this 
process can continue until all of the 
original excess reserve fund is tied up 
as the legal reserve behind ten times 
that amount of new bank deposit credit. 
This primary credit expansion involves 
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no borrowing from the Federal Reserve 
banks and hence is beyond the direct 
control of the central banks, except in 
so far as open market selling can be 
utilized to mop up existing excess re- 
serves. 

Secondary credit expansion, on the 
other hand, is directly controllable by 
the Federal Reserve banks, as it is based 
upon member bank borrowing from this 
system. Under the present Federal Re- 
serve Act, each Reserve bank is required 
to maintain a gold reserve of 35 per 
cent. against its demand deposits, i.e., 
against member bank reserve balances. 
Accordingly, the maximum book credit 
lending which the Reserve banks can 
extend to their member banks is their 
free gold multiplied by 10035, or 
about $2.85 for each dollar in gold. The 
credit thus borrowed by the member 
banks, being excess reserve, could be 
loaned out by them and could expand 
via the procedure of primary expansion 
to a maximum of ten times the new 
reserve bank credit. Thus each dollar 
of gold held by the Reserve banks could 
support a theoretical maximum of 
$28.50 in bank deposit credit. 


PRESENT POTENTIAL CREDIT EXPANSION 


As has been stated earlier, primary 
credit expansion is based upon the exist- 
ing excess reserves of the commercial 
banks, whether these reserves are carried 
as balances with the Reserve banks or as 
extra cash on hand. As of the first of 
August, the excess reserve balances of 
the member banks were estimated at ap- 
proximately $1,900,000,000. It is cer- 
tain that the idle cash reserves of the 
entire commercial banking system were 
considerably higher than this figure, as 
the estimate does not include the 8000 
and more non-member state banks. 
However, taking this $1,900,000,000 as 
a conservative estimate and multiplying 
it by five, which is probably the prac- 
tical limit of primary credit expansion, 
gives an immediate potential credit ex- 
pansion of at least $9,500,000,000. 

It is both possible and probable that 
the excess reserves of the commercial 
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banks will be increased somewhat dur- 
ing the next few months, as the result 
of gold imports and of a further return 
of money from circulation. ‘The Treas- 
ury pays for imported gold by checks, 
which, when cleared through the Re- 
serve banks, tend to build up the ex- 
cess reserves of the importing banks. 
From January 31 to August 15, net gold 
imports into the United States have ag- 
gregated $936,000,000. Since the dol- 
lar at its new gold parity is greatly un- 
dervalued in terms of foreign currencies, 
it could reasonably be expected that 
gold shipments in irregular volume 
would continue to be received for many 
months. 

However, it is probable that the Ad- 
ministration’s policy of purchasing silver 
on a large scale in foreign markets will 
check this gold inflow or even result in 
gold exports. In the latter event, po- 
tential bank credit expansion would be 
reduced. Since the silver purchasing 


program seems destined to be pursued 
for some time, it can reasonably be as- 


sumed that net gold imports will be 
negligible for the immediate future. Ac- 
cordingly, no potential expansion of 
bank deposits is estimated from this 
source. 

The return of currency from circula- 
tion also increases the excess reserves 
of commercial banks. As of August 15, 
the total money in circulation amounted 
to $5,343,000,000, at which figure there 
probably was some $700,000,000 more 
in circulation than the present level of 
business activity normally would re- 
quire. A considerable part of this 
amount, however, is likely to remain in 
circulation so long as the check tax and 
the N.R.A. code service charges remain 
in effect. From August 5, 1933, to 
August 15, 1934, net return of money 
from circulation has been nil, exclusive 
of the $287,000,000 in outstanding gold 
coin and certificates which the Treasury 
wrote off the books early in February 
of this year. The present prospect is 
that there will be some further return 
of hoarded currency from circulation 
during the next few months, but the 
amount will in all likelihood be rela- 
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tively small and thus will exercise but 
little effect on excess reserve balances. 

However, the silver purchasing pro- 
gram seems certain to result in forcing 
substantial quantities of currency out of 
circulation during the next several 
months. As silver bullion is acquired, 
the Treasury is now printing and is- 
suing silver certificates to the amount 
of the actual cost of the metal; in the 
future, perhaps, the seigniorage profit 
will be thus capitalized. This new cur- 
rency as it is paid into circulation is 
almost certain to force an equivalent 
quantity of other currency into commer- 
cial banks, from where it will be for- 
warded to the Federal Reserve banks 
and eventually result in the retirement 
of a proportionate volume of Federal 
Reserve notes. However, the process of 
forwarding currency to the Reserve 
banks builds up the excess reserve bal- 
ances of the depositing member banks 
upon which additional primary credit 
expansion can be developed. 

It is impossible to estimate with ac- 
curacy either the quantity of silver bul- 
lion which will have been bought by 
the end of the year, or the average price 
paid for it. A conservative estimate 
perhaps will be 300,000,000 ounces at 
an average price of 50 cents per ounce. 
This would involve the immediate is 
suance of some $150,000,000 in new 
silver certificates, which would increase 
member bank excess reserves by an 
equivalent amount. This $150,000,000 
of excess reserves multiplied by five 
would give an additional potential pri 
mary expansion of $750,000,000. Should 
the Treasury issue silver certificates 
against its seigniorage profits on pur’ 
chased silver, the above figures will be 
materially increased. 

The total practical volume of primary 
credit expansion in immediate prospect, 
therefore, is probably somewhere in the 
neighborhood of $10,250,000,000. As 
this expansion would involve no com 
mercial bank borrowing, it would be 
beyond the direct control of the Reserve 
banks, except as excess reserves might be 
mopped up by means of open market 
selling. 











The possible secondary credit expan- 
sion, which is based upon the free gold 
held by the Reserve banks, is an 
astounding sum. On August’ 15, the 
combined Federal Reserve banks held 
gold certificates totaling in round num- 
bers $4,961,000,000. Of this sum, ap- 
proximately $1,241,000,000 was re- 
quired as the 40 per cent. legal reserve 
against $3,102,000,000. of Federal Re- 
serve notes outstanding. Another $1,- 
422,000,000 was required as the 35 per 
cent. legal reserve against deposit lia- 
bilities, leaving approximately $2,298,- 
000,000 of free gold. This free gold 
holding could support a practical sec- 
ondary credit expansion of $6,566,- 
000,000 multiplied by five, or some 
32,929,000,000. 

This sum, huge as it is, is exceeded 
by the credit expansion which could 
result from increases in the Reserve bank 
holdings of free gold. These free gold 
holdings could be increased through a 
decline in Federal Reserve note or mem- 
ber bank deposit liabilities, or through 
gold imports, or through Treasury sales 
of gold to the Federal Reserve banks. 
Little increase in free gold can be ex- 
pected from the first source in the next 
few months, as declines in the volume 
of Federal Reserve notes will probably 
be offset by increases in member bank 
deposit balances. Nor can much in- 
crease in free gold holdings be expected 
from gold imports so long as the Treas- 
ury continues to purchase silver exten- 
sively in foreign markets, unless the dol- 
lar should be further devalued by the 
President. Treasury sales of gold to the 
Reserve banks, however, could add 
enormously to the free gold holdings 
of these institutions. 

Under the Gold Reserve Act of 1934, 
title to all monetary gold stock in the 
country was transferred to the Treas- 
ury. The Treasury holding of monetary 
gold on August 15 was $7,979,000,000. 
Of this total, $4,961,000,000 was owned 
by the Reserve banks in the form of 
new gold certificates and an additional 
$200,000,000 approximately was re- 
quired as gold reserve back of national 
bank notes and United States notes, 
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thus leaving $2,818,000,000 which 
might be termed free gold in the Treas- 
ury. Of this sum, $2,000,000,000 has 
been designated as a dollar stabilization 
fund. 

The Treasury could sell all of this 
gold to the Reserve banks in order to 
build up its deposit balances. Indeed, 
some $600,000,000 of free gold has al- 
ready thus been sold and there is good 
reason to believe that continued utiliza- 
tion of the dollar stabilization fund will 
result in further substantial sales of gold. 
If all of the treasury free gold were 
sold to the Reserve banks, it would make 
possible the fantastic credit expansion of 
$2,818,000,000 multiplied by 100-35 
by five, or $40,255,000,000. 

The total volume of secondary credit 
expansion which could practically be 
created in the next several months 
reaches the immense total of $73,084,- 
000,000. This expansion of course is 
directly under the control of the Reserve 
banks which can regulate it or prevent 
it altogether simply by refusing to re- 
discount for member banks. 


PROSPECTIVE CREDIT EXPANSION 


The aggregate potential primary and 
secondary credit expansion therefore 
reaches the amazing total of some $83,- 
334,000,000. This figure compares with 
the total deposits of $38,646,000,000 
carried in all licensed commercial and 
mutual savings banks on December 30, 
1933. Were all of this potential new 
credit expansion to get into circulation 
in the near future, it would obviously 
affect commodity prices violently, of it- 
self causing a rise in the present price 
level of at least 200 per cent. 

However, there is no certainty that 
much of this credit expansion will take 
place, at least in the near future. The 
lending capacity exists, but its utiliza- 
tion depends upon an effective demand 
for commercial loans. Bank credit, in 
reality, is manufactured by successive 
waves of business borrowing, which bor- 
rowing results from the need to finance 
the expansion requirements of rising 
business activity. There is always a lag 
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between rising business activity in the 
recovery period and a rising demand for 
commercial loans, which suggests the 
futility of present Administration tactics 
endeavoring to compel new bank lend- 
ing. Thus far, the only effective demand 
for bank credit has been that of the 
Federal Government, gains in commer- 
cial bank deposits during recent months 
corresponding closely to increases in 
bank holdings of government obliga- 
tions. 

Once business enters definitely upon 
the recovery phase and bank credit be- 
gins to expand, the tendency is for credit 
expansion to proceed to the full limit of 
the existing gold reserves. Rising busi- 
ness activity and rising prices render 
new borrowing temporarily profitable 
both to lenders and borrowers. Credit 
expansion, therefore, can be expected to 
proceed to its maximum limit unless 
checked by artificial means or by an in- 
tervening depression. In the past, the 


latter has always been the limiting fac- 


tor and there is good reason to believe 
that history will continue to repeat itself. 

The Federal Reserve banks could im- 
pose artificial checks on a rapid credit 
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expansion. Primary credit expansion 
could be obviated by open market sell- 
ing, but present treasury domination of 
the Federal Reserve Board coupled with 
government new financing needs renders 
such a policy most unlikely. Secondary 
credit expansion could be checked by 
rising discount rates and an outright re- 
fusal to rediscount at any rates. But 
tremendous political pressure will surely 
develop to prevent such action, since 
rising prices are generally regarded as 
desirable and necessary for business pros- 
perity. 

The conclusion, therefore, is that once 
started credit expansion will go far to- 
ward its gold reserve limit and will carry 
with it a rapidly rising commodity price 
level. However, the start must await 
certain business recovery with assured 
prospects of business profits. The pres- 
ent economic reform program of the 
Administration, which clouds the out- 
look for profits, guarantees that the start 
will be slow and perhaps indefinitely de- 
layed. Over the next few months the 
prospect is that rising bank deposits will 
parallel closely new government borrow- 
ing from the commercial banks. 
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A Program for “Monetary Reform” 


A Statement of the Aims and Purposes of the American Mone- 


tary Reform Association 


By CHarRLEs R. ADAIR 
President, American Monetary Reform Association 


Few readers of this magazine will agree with Mr. Adair’s views on “monetary reform.” 
Still it is important for bankers to recognize that such views do exist and that public edu- 


cation on the principles of sound money are urgently needed if views like this author's are 
to be prevented from being recognized in current legislation. We would welcome sugges- 
tions from our readers as to how such ideas may be effectively opposed.—EpTor. 


in our system of money and 

banking, we must first consider 
what we have to reform, and when we 
do we can see the necessity for making 
the change. 

A great deal of confusion in the pub- 
lic mind concerning the money prob- 
lem lies in the different conceptions men 
have of what money is. The definition 
that is usually given and is heard from 
practically every platform in the land is 
this: Money is a medium of exchange, 
money is a measure of value, money is 
a unit of account. Now, a thing can- 
not be defined and a conception of what 
a thing is cannot be obtained by tell- 
ing the use to which it is put. There- 
fore, it is utterly impossible to have an 
understanding of money by telling its 
uses. Money is not a medium of ex- 
change, neither is it a measure of value, 
and it is not a unit of account; but, 
money is used as a medium of exchange. 
The value of money is used as a meas- 
ure of value, and the unit of money is 
used as a unit of account. Since you 
cannot tell what a thing is by telling 
the use to which it is put, we must find 
a definition for money. 


Bie we consider any reform 


MONEY DEFINED 


Money is the name we give to some 
material substance after it has been given 
a definite form and stamped with cer- 
tain insignia under the operation of law, 
and is a full legal tender for all debts, 
public and private. In other words that 


is money which has the compulsory 
power of paying a debt. 

Money may be made of any sub- 
stance. There is néo dear money or 
cheap money. There is no good money 
or bad money. Money is money, no 
more—no less. All money is_ the 
creature of law. I have in my pocket a 
silver dollar. It is fiat money. I have 
in my pocket, a $20 gold coin, and prior 
to the repeal of the Gold Standard Act 
it was fiat money. I have in my pocket 
a United States note; it is fiat money. 
No man has ever lived who ever saw 
any money that was not “fiat” money. 
If he did, it was “‘counterfiat” money and 
that money is counterfeit money. 

The United States note was, prior to 
the Thomas Amendment to the Agri- 
cultural Act, limited in legal tender, 
since it was not a legal tender for the 
payment of custom duties or the interest 
on the public debt. Therefore, it was 
not full legal tender money. Had it 
been full legal tender, it would always 
have been at par with gold or silver 
coins, since the owner of it could have 
performed the same money functions 
with it he could have performed with 
gold and silver coins, and of course, 
would not have given a premium in 
notes to have procured no better money 
in coins. 

No money made from some particular 
substance will drive another money 
made from another substance out of 
circulation if they both have the same 
full legal tender quality. Two coins of 
the same material circulating side by 
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side, and there is a demand for the ma- 
terial out of which the coins are made 
for purposes other than money, the one 
with the most material will be taken 
out of circulation, not because it is bet- 
ter money than the other, but because 
of the quantity of material that is in the 
coin. In fact, it is the good money that 
remains in circulation since it is per- 
forming the money functions. 

Prior to 1933, there was no way of 
increasing the volume of money in this 
country save by robbing some other na- 
tion of its gold, which in all human 
probability it needed more than we did, 
or by the slow tedious process of min- 
ing gold and having it coined. We 
could not coin silver, since that would 
have been a favor to the silver mine 
owners! The silver produced from and 
including 1915 to 1932 was worth in 
the market $770,961,572. The total 
production was 1,064,219,824 ounces, 
and had the mints been open this would 
have been worth $1,372,842,824. But 


all silver produced is not a profit, so it 
would have cost the producers consider- 
able of the coinage price to have pro- 
duced it, but it would have been paid 
out and placed in circulation without a 
cent of cost to the American people 
other than to mint it. 


SPECIAL PRIVILEGE OF THE BANKS 
Now contrast the special privilege to 
the banks with their notes issued for the 
cost of printing, being 1/g of 1 per cent. 
of more than three billion dollars of 
reserve notes and that plus 1/4 of 1 per 
cent. per annum for more than one bil- 
lion dollars of the bank notes. Here is 
an annual profit to the banks at 6 per 
cent. of more than $240,000,000, for 
not one of these notes can be placed in 
circulation without creating a debt, 
which the people, assuming all silver to 
have been coined, could have had $76,- 
269,045 annually for the cost of mint- 
ing and no annual charge thereafter 
whatever to keep it in circulation, but 
the promises-to-pay-money in the form 
of notes issued by and through the 
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banks now aggregate more than all the 
silver that could have been coined from 
our entire national production. 

So one of the proposals that we offer 
to the American people is that the privi- 
lege of issuing promises-to-pay-money 
that are now made full legal tender and 
fall within the definition of money is 
to be taken from the banks. 

In place of the notes they have out- 
standing bearing interest, for they can- 
not be used as money without being 
borrowed into circulation, we will is- 
sue the same equivalent of notes out of 
the Treasury of the United States and 
retire every bank note outstanding. The 
details of working this out will be that 
the bonds of the banks that are now 
up for the redemption of the notes will 
be paid with the new money and the 
notes will then be redeemed. No mat- 
ter in whose hands they are circulating 
they will be taken up and no one will 
be paying interest on over four billion 
dollars of lawful money of the United 
States of America for the purpose of 
circulating it in the channels of trade 
and commerce, as well as paying in- 
terest on government bonds now used 
to secure the notes to the amount of 
billions of dollars. There is not enough 
money to do the nation’s business. To 
increase the volume of money means an 
inflation of money, but that means more 
money in circulation upon which no in- 
terest is paid. Therefore the bankers 
oppose an increase in the volume of 
money, and any one who opposes an 
increase of money is opposing economic 
recovery. What they want is an in 
crease of credit, which means an in 
crease of debts, but debts are destroy- 
ing our civilization, so they want to 
hasten us to our destruction. 

Because of this shortage of money, 
we are forced through our banks to 
take $10 and create $100 of debt for 
which we pay interest to the bank for 
our own ability to pay our debt, and 
issue checks against that among our’ 
selves. When a check is issued under 
the banker’s system, it is a transfer of 
the borrower's debt to the payee in the 
check to the amount of 98 per cent. and 
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2 per cent. of actual money. This will 
be changed. 

As the volume of money is increased, 
deposits in banks will increase but the 
law will be so amended that the bank 
reserves must increase with deposits, so 
that ultimately all deposits that are now 
based on the notes of the customers of 
the bank will be entirely eliminated and 
all deposits will be in actual money. 
This may not be in the vaults of the 
bank, yet a large amount must be kept 
there, and the balance must be kept in 
reserve banks of the nation which will 
be owned, controlled and operated by 
the Government of the United States of 
America and not by the banks. 

With this increase in the deposits of 
actual money, the banker, when he has 
a deposit of $100,000, can lend that 
much—but no more! His borrower's 
note will not be carried in the assets 
of the bank as a loan and the loan be- 
come a deposit; it will be carried as an 
investment and he cannot lend another 
dollar until another dollar has been de- 
posited in his bank. He must always 
keep on hand enough cash to equal the 
note save as the borrower checks it out 
and the supply of lent money has been 
exhausted. The credit will not be a 
debt, but it will be money, so that when 
the customer makes a check he will 
transfer a title to money and not a title 
to debt. You say this will not be profit- 
able to the banks. We say to the bank- 
ers that their system has not been profit- 
able to the American people and the 
prosperity of the mass of the people is 
more to be considered by this Govern- 
ment than the profit of a few thousand 
bankers. 

Under the Reserve System, you take a 
savings deposit of $1000 and in the 
country banks you lend $13,857.14, 
then you use $970 as a reserve balance 
on a customer’s note deposited as money. 
Now, what have you done? You have 
sent 3 per cent. of the depositor’s sav- 
ings account of $1000 to the Reserve 
bank. You sent $970 of the depositor’s 
savings fund to the Reserve bank. So 
you have a deposit liability of $14,- 
857.14, but you have no money with 
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which to meet your liability. You have 
also increased the demand for the use 
of money: First, there is the demand 
for the use of money to pay the interest 
upon the borrower's notes at 6 per cent., 
and then there is the demand for the 
use of money by you sending 7 per 
cent. of the customer’s note and 3 per 
cent. of the savings deposit to the Fed- 
eral Reserve bank. This increases the 
demand for the use of money, so far 
as the money deposited is concerned, 
100 per cent., but you have no more 
money to meet the increased demand. 
You can pay the debt with a debt. And 
you cannot recover your reserve bal- 
ance until the customer has paid his 
debt, since his debt was the deposit that 
locked up the $970, and he cannot pay 
his debt until he gets the money. There- 
tore, your system is a mathematical im- 
possibility, it will not work, it has not 
worked, and it cannot be made to work. 
It takes a long time for institutions to 
develop the evils they contain. It has 
taken the Banker-Money System twenty 
years to reach its culmination. It has 
been the most devastating and destruc- 
tive piece of legislation that has ever 
been enacted in any of the parliaments 
or congresses on the face of the earth. 


FEDERAL RESERVE TO BE GOVERNMENT 
OWNED 


We propose to pay the stockholders 
of the Federal Reserve Bank for their 
stock what they paid for it, plus their 
accrued 6 per cent. dividend, then these 
banking institutions will be owned by 
the Government and operated for the 
benefit of the people, and not a few of 


our citizens. The rates of interest will 
be sufficient to cover only the cost of 
operating the bank, and should it be- 
come necessary to establish government 
banks, we would favor the removal of 
the limitation on savings in the postal 
banks and place in those institutions a 
commercial department, for no doubt 
the Government can employ as capable 
bankers in the future as the banks have 
in the past. 

We are opposed to the issuing of one 
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more dollar of interest-bearing bonds, so 
long as there is a deficit in the Federal 
Treasury. This deficit should be made 
up with new money until a predeter- 
mined price level has been reached; 
then no more money should be issued 
except to maintain this price level which 
should be much higher than 1926, for 
unless the gentlemen have very short 
memories, they will find that, beginning 
with 1920 and running through the 
whole gamut of the years down to this 
hour, the agriculture of America has 
been at a very low ebb, and the ebb of 
agriculture is determined by the price 
the farmer receives for what he pro- 
duces and what he pays for what he 
buys. 


NO OVERPRODUCTION 
CORN 


OF WHEAT AND 


There is no overproduction of wheat 
and corn. In fact, the production of 
wheat and corn in the last decade has 


decreased very much in proportion to 


population. But the income of the 
farmer has decreased more than the 
relative decrease in the production of 
these grains. So we would issue full 
legal tender money that would be under 
the control of a monetary commission, 
and to meet any constitutional require- 
ments the recommendations of this com- 
mission would have to be put into op- 
eration by executive order of the Presi- 
dent, but it would be mandatory upon 
the President to put it into operation. 
Several bills embodying this idea are 
pending in Congress, and it is only a 
question of working out the details and 
getting the bill through. 

If the American people have to tie 
their money to a metal let us make it 
two metals, and open our mints to the 
unlimited coinage of both metals, sup- 
plementing this with a full legal tender 
paper money and issue sufficient of it 
to take up the maturing obligations of 
the Government, so gold and silver, or 
gold or silver, would become more 
valuable in other countries and would 
leave our shores not as money but as 
metal. This would in time lift the 
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prices in other countries and again the 
world could pursue its wonted course 
of exchange of commodities upon a de- 
termined price basis. Price is a world 
phenomena and it must be treated from 
a world-wide standpoint. 

MAINTAINING THE RATIO OF 

SILVER 


GOLD AND 


The parity of gold and silver, if the 
ratio is established at 14 to 1, which 
would be an approximate ratio of the 
two metals as to production since the 
discovery of America, could easily be 
maintained by the people of the United 
States. The Government has nothing 
to do with the maintenance of the ratio, 
it establishes it, then the selfishness and 
greed of men maintain it. For when 
the Government says an ounce of gold 
is $30, no one will sell the gold for $25 
and no one will give $31 for an ounce 
of gold. No one who has fourteen 
ounces of silver will sell it for $25, and 
no one is foolish enough to give $31 for 
it, because it will coin only $30. You 
will give no more than the coinage price 
of the metals than you will pay for six- 
teen ounces of flour when the merchant 
measures out only twelve ounces to you. 
So the Government has nothing to do 
with the maintenance of the ratio; the 
ratio is maintained by the men and 
women of the land who are in debt, 
because they seek to pay the debt with 
the metal they can procure with the 
least exertion of energy; we will trans 
fer the choice of payment from the idle 
creditor class to the industrious work- 
ing class. If there is a heavy produc: 
tion of silver today, everyone will be 
in the market to purchase silver, but no 
one will be in the market to purchase 
gold. Therefore, the gold, for lack of 
demand, will come down to the level of 
the silver in purchasing power: Hence, 
it does not matter whether any other 
nation adopts the two metals for money, 
or not, the world will have the bene- 
fit of both gold and silver for money 
purposes, for the 226 billion dollars of 
debts in the United States of America, 
most of which have been created 
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through the Banker-Money System, will 
absorb, for interest purposes alone 
twenty times the annual production of 
both metals assuming that it could all 
be procured and coined into money. So 
to sum up, we stand for the following: 

1. Take away from all banks the 
privilege of issuing money, and all 
money be issued by the Government di- 
rect in payment for debts, services ren- 
dered or material purchased. 

2. That enough money be issued to 
raise the price level of farm products to 
a point that will cover the average cost 
of production plus a reasonable profit. 

3. That we purchase the capital stock 


that the lending facilities of the govern- 
ment banking system be made accessible 
to all citizens and corporations of the 
United States for legitimate produc- 
tion and distribution purposes on equal 
terms. 

4. That all maturing . government 
bonds be paid with full legal tender 
money until the predetermined price 
level has been reached, and that no more 
interest-bearing obligations be issued 
whatever. 

This is a money reform that is stable, 
rational and sound and can be put into 
operation with very little legislation. 
The radicals have had control of the 


of the Federal Reserve banks at cost money and have given us the most un- 
plus accrued dividend of 6 per cent. and sound money and banking system known 
that these banks be harmoniously or- in the history of the nation and with it 
ganized for the equitable service of all they have exploited the people too long. 
of the people of the United States and The change is inevitable. 


GQ. 7 


n 
d 
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CRITICISM OF OUR MONETARY POLICY 


It was the monetary policy of the United States of America which 
in particular kept the world on tenterhooks and further under- 
mined confidence. That policy, pursued by the country having the 
largest gold holdings and active balances of trade and of payments, 
was exclusively shaped with an eye to the internal situation. The 
value of the national currency in terms of gold was depressed pur- 
posely and artificially; speculation and flight of capital were en- 
couraged and the gold clause was broken. The reactions that 
would of necessity be called forth abroad by such far-reaching 
measures, and the heavy losses which were thereby inflicted on 
foreign countries, to the extent to which these countries trustfully 
held claims expressed in dollars, were not taken into account. This 
may well prove to be the greatest obstacle to the resumption of 
the international exchange of credit and capital—Report of The 
Netherlands Bank NX. V., 1933-34 





Financial Merchandising by 
Radio 


By L. Doveias Merepiru, Pu. D. 


Assistant Professor of Economics, University of Vermont, Burlington, Vt. 


This is the twelfth of a series of articles by this author covering the entire 
subject of financial merchandising.—Enrror. 


Introduction—The development of radio broadcasting 
during the past ten years has produced at one and the same 
time the most rapid expansion on record of any method of 
entertainment and of any medium of advertising.* It is 
estimated that in 1921 there were barely 1,000,000 receiving 
sets in use in the United States, and the majority of these 
were homemade.* Recent estimates of the number of re- 
ceiving sets in operation place the figure at more than 
17,000,000, one receiving set for three and a fraction adult 
listeners, which fact further indicates the phenomenal ex- 
pansion which has transpired since 1921.° It has also been 
estimated that about 73 per cent. of the sets are in daily use’ 
and that the average owner of a receiving set uses his radio 
about 850 hours per year, or approximately two and one- 


half hours per day.° 


Exploitation by Advertisers —The popularity accorded 
radio receiving sets very early led to the exploitation of this 
fancy for purposes of advertising, because advertising of- 
fered an immediate means of sustaining programs. No 
method was devised by which toll or metered charges might 
be collected from users of sets to support their favorite 
stations or programs. Proposals that the Federal Govern- 
ment sustain programs through a tax levied upon receiving 
sets, as in Europe, have not yet been received with favor 


*Arnold, Frank A., Broadcast Advertising, p. 45. 


*An Appraisal of Radio Broadcasting Today, Fortune, Vol. VI, September, 
1932, pp. 37-44, Reprint, p. 10; Cf., also, O'Neill, Neville, The Advertising 
Agency Looks at Radio, p. 145. 

‘Tbid., p. 139. 


‘Bryson, A. E., The Radio as an Investment Advertising Medium, Financial 
Advertisers Association, Proceedings, 1928, pp. 304-314, p. 304. 
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in this country. Few, if any, endowed agencies exist to 
provide programs for the interested populace. Conse- 
quently, advertisers quickly grasped the opportunity to 
provide programs for radio fans who willingly consented 
to listen to “commercial credits” of reasonable duration, as 
the payment exacted for the entertainment provided by the 
programs. 

The use of radio broadcasting as an advertising medium 
began in 1923° but was not immediately accorded general 
acceptance. Advertising agencies only in recent years have 
felt confidence in recommending radio broadcast advertising 
to their clients... A prominent publication in the field of 
advertising as late as the middle of June, 1926, commented 
in an editor’s note that broadcasting had not yet become an 
advertising medium, and listed numerous articles to support 
this contention.» However, the expansion of this type of 
advertising has been tremendous since then, and the point 
was reached in 1931 at which there were 613 broadcasting 
stations in this country with an estimated cost in excess of 
$27,000,000;° revenue of these stations from all sources 
exceeded $78,000,000 in 1931.'° 

Measurement of the volume of any type of advertising 
presents very great difficulties, and no measurement can be 
more than a careful estimate. For radio advertising, it is a 
relatively simple matter to obtain the expenditures made 
over the two largest systems, the National Broadcasting 
Company and the Columbia Broadcasting System, but ad- 
ditional expenditures of considerable proportions are made 
over local stations, and the expenditures over only very few 
of these are tabulated. The National Broadcasting Com- 
pany in 1930 received revenues of approximately $20,- 
000,000 and in 1931, of approximately $25,900,000 while 
Columbia Broadcasting Systems reported revenues of $8,- 
586,000 and $11,621,000 for these years respectively." 
These two systems sold $32,820,755 worth of advertis- 
ing during the three years, 1927, 1928 and 1929.° 

°Presbrey, op. cit., p. 579. 

‘Arnold, op. cit., p. 60. 

*Printer’s Ink, Vol. CXXXV, June 10, 1926, p. 10 

*Arnold, op. cit., p. 136. 


“Reprint from Fortune, op. cit., p. 5. 
“Tbid., p. 1 
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“Financial and Insurance” broadcast advertising expendi- 
tures included in this total have been combined, but together 
totaled $2,050,530 during the three-year period.'* Advertis- 
ing and Selling has offered the following annual totals of 
radio broadcast advertising compiled for that publication 
by National Advertising Records: 


NATIONAL RADIO BROADCAST ADVERTISING 


Dollar Expenditures for 
“Financial and Insurance” 


Number of Networks Number of Cities 
Year Advertisers or Groups Included Expenditure 


1931. : 8 16 102 $1,493,351! 
1930 4 16 93 1,209,6441 
1929 : k 16 87 923,377- 
1928 nal 16 87 656,147° 

‘Advertising and Selling, Vol. XVIII, January 20, 1932, 

*Ibid., Vol. XVI, January 21, 1931, p. 40. 

*Ibid., Vol. XIV, January 22, 1930, p. 40. 


The above figures give at best only a much lower esti- 
mate of the extent of financial merchandising through radio 
broadcasting stations than is actually the case. These 
figures apply for the most part only to national or network 
broadcasting, and much money is now spent on local sta- 
tions also. 


Measurement of Results—The measurement of the re- 
sults of any merchandising device presents a formidable 
problem which is especially acute in radio broadcast adver- 
tising. A certain number of persons may write to the 
financial institution sponsoring the program or to the sta- 
tion from which it emanates, in order to express their favor- 
able and unfavorable opinions of a given program; a 
certain number may request the booklet or other material 
offered for distribution; other persons may make purchases 
which they acknowledge resulted from radio advertising; 
and records of all of these instances may be compiled, but 
even then no accurate determination of the effects of the 
advertising are possible. It can never be determined how 
many persons listened to the program and enjoyed it with- 
out expressing favorable comment, or disliked it but failed 
to register disapproval; the number of sales traceable to a 


*Arnold, op. cit., p. 136. 





THE BANKERS MAGAZINE 


given program in which the customers will not acknowledge 
such influence defies calculation; and the sponsoring institu- 
tion will never know how many transactions long after 
broadcast of particular programs may be traced back to a 
given program or series of programs. Nevertheless, similar 
problems present themselves in attempting to measure the 
results obtained from other advertising media, and .it 
appears logical, instead of pointing to the insurmountable 
aspects of measuring advertising results, to accept as sub- 
stantial evidence those results capable of measurement, and 
to proceed from that basis at least. 


Results in Specific Cases —A few outstanding instances 
in which radio broadcast advertising has produced signifi- 
‘ant results will be cited in order to indicate the potential- 
ities of the medium. Halsey, Stuart and Co., one of the 
largest if not the largest financial consumers of broadéast 
advertising, has attracted a great deal of attention by the 
“Old Counselor” programs. These periods on the air offered 
listeners high-grade music and, as a part of the program, 
an address of several minutes’ duration devoted to the 
exposition of sound principles of investment, delivered by 
the “Old Counselor.” Prominent leaders of industry and 
finance also frequently have been presented on this program 
broadcast over a network of the National Broadcasting 
Company. This series of programs produced a great num- 
ber of replies which for a single broadcast ranged in number 
“from a few hundred to five or six thousand, the largest 
number being received during the winter and early spring 
months.”’* Reprints of the “Old Counselor’s” talks have 
been offered to listeners, and during a two-year period, 
more than three million of these were distributed.’* Cities 
Service Company has also been an extensive advertiser by 
radio and has received replies amounting to 5000 per month. 
This company offered a “budget book” in its broadcast 
advertising at various times. ‘Two hundred thousand re- 
quests for this book were received during the calendar year 
of 1930 which amounted to more than twice as many re- 
quests as those received in the preceding year. Each book 


“Blanchard, F. L., Radia for Financial Advertising, Financial Advertisers 
Association, Proceedings, 1929, pp. 263-270, p. 269. 
*Presbrey, op. cit., p. 580. 
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contained a coupon which might be returned to Cities 
Service Company, and one out of thirty-seven coupons was 
sent back to the company.’’ Radio broadcast advertising 
has been used at times by some of the groups offering fixed 
trust shares for sale, and one of these groups found that 
“The average sale of trust shares to radio inquirers was far 
larger than the average sale to inquirers from any of the 
magazines which carried our advertising.”'* The Invest- 
ment Bankers Association has also broadcast a consider- 
able amount of material, but this has all been aimed less at 
direct selling than at education, 


Results from Local Stations —The instances cited above 
likely convey the impression that radio broadcast advertis- 
ing produces results only when used on a national or net- 
work basis. However, there have been numerous users of 
radio broadcast over local stations for purposes of financial 
merchandising, and the executives of many of these institu- 
tions enthusiastically report favorable results. 'To mention 
many of these institutions, or to cite results, would require 
a compilation far beyond the scope of this study, but a few 
of the prominent users of this medium have included the 
Providence (Rhode Island) Institute for Savings, The 
Fletcher American National Bank of Indianapolis, Indiana, 
the United States National Bank of Denver, Colorado, the 
First Wisconsin National Bank of Milwaukee, Wisconsin, 
the Northern Trust Company of Chicago, the Barnett 
National Bank of Jacksonville, Florida, the Bowery Sav- 
ings Bank of New York City, and numerous others." 


Reluctance of Smaller Banks.—The use of radio broad- 
cast advertising by many of the larger banks in more pop- 
ulous centers, and the emphasis placed above on expendi- 
tures for this medium in excess of those tabulated, may 
tend to convey the impression that radio broadcast advertis- 
ing is much more generally used by financial institutions 
than is actually the case. Many smaller banks have not 
found it especially desirable to undertake programs of 

“Figures pertaining to Cities Service Company have been found in Arnold, 
op. cit., p. 115. 

*Newsom, Earl, Market Study and Merchandise Developments, Financial 
Advertisers Association, Proceedings, 1931, pp. 251-257, p. 254. 

“Knowlton, op. cit., pp. 408-411. 
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radio broadcasting for several reasons. In the first place, 
many of these institutions have not had access to broad- 

‘asting stations although the present existence of a station 
in nearly all cities of any size tends to obviate this difficulty. 
In the second place, the conflict of opinion concerning the 
merits of broadcast advertising has deterred many bankers 
who have considered this type of merchandising from adopt- 
ing it. In the third place, the mysteries of arranging a 
program on the air have been of such obscurity both to 
advertising agencies and to bankers that many of the execu- 
tives of financial institutions have been exceedingly reluctant 
to place programs on the air until they had greater assur- 
ances of the merits of the medium itself and also greater 
acquaintanceship with the fundamentals of preparing or 
supervising preparation of a program for broadcast. A 
recent writer on the subject of financial merchandising has 
referred to the use of broadcast advertising as an “academic 
question” in so far as the small bank is concerned.'* How- 
ever, growing knowledge of the nature of the medium and 
the essentials of a broadcast program tend to dissipate the 
academic nature of the question. 









Advantages and Disadvantages.—No advertising medium 

‘an be satisfactorily judged without considering the ad- 
vantages and disadvantages likely to accrue from it. Radio 
broadcast advertising offers numerous opportunities for 
advantages to accrue, and at the same time, some persons 
contend that numerous disadvantages encumber the use of 
this medium. Due consideration will be given in turn to 
each of these desirable and undesirable attributes. 

Radio broadcast advertising, in the first place, appears 
to be emerging from the experimental stage’® as evidenced 
by the continued use which many institutions, including 
financial, make of this medium and the rapid growth of 
broadcasting stations as pointed out above.”” In the second 
place, the radio affords a wide circulation as indicated by 















*Tbid., p. 414. 


*Tbid., p. 46. The contention is here made that financial radio broadcast 
advertising is still in an experimental stage. The reprint from Fortune, pre- 
viously mentioned, disputes the point that general broadcast advertising is still 
in experimental stages and one is led to raise the same question for financial 
institutions. 


*Cf., O'Neill, op. cit., p. 11 







and p. 152. 
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the fact that receiving sets are now accessible to more than 
half of the families in the United States. In the third place, 
its cost is likely to be no greater than that of any other 
medium as disclosed by the analysis of this particular phase 
of the subject which is presented below. In the fourth 
place, radio broadcasting affords the advertiser the opportu- 
nity to offer a variable program to listeners. In the fifth 
place, because radio broadcasting is especially suitable for 
institutional and educational types of advertising, it is a 
medium particularly adapted to the development of good- 
will. Sixth, it is a medium which affords excellent opportu- 
nity for co-operative efforts. Finally, broadcast advertising 
does not compete with other media but is complementary 
to other types of merchandising used by financial institu- 
tions in the process of marketing their services. 

Several disadvantages of broadcast advertising for 
financial institutions are offered by those who do not advo- 
cate utilization of this medium. It is difficult, in the first 
place, to prepare a program which will please a large por- 
tion of a potential audience, and even though the program 
may please many, ill-will is likely to result from those not 
pleased. In the second place, it is difficult to determine the 
circulation of broadcast advertising and correspondingly 
difficult to determine the costs of this type of merchandis- 
ing. In the third place, many executives of financial insti- 
tutions advisedly refuse to sponsor any but high-grade 
programs and feel that the cost of programs of this type 
is not warranted for the results obtainable. Fourthly, the 
area covered by a local broadcasting station and the terri- 
tory which the financial institution desires to cover in such 
a campaign are not always identical. Fifthly, the fact that 
many persons have favorite stations into which they tune 
and await the program regardless of what else is on the air 
may render it impossible for the sponsor of another pro- 
gram to obtain the listeners he desires. This furthermore 
may lead to the creation of ill-will instead of good-will if 
the program to which the fan listens while waiting for his 
favorite program is on the same station and does not meet 
his fancy. Sixthly, the standards of broadcasting and the 
standards of programs maintained by many local stations 
remain much below those of the national networks, and 
many bankers are unwilling to associate their institutions 
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with organizations of this type. Finally, the type of pro- 
gram presented by national hookups over the larger sta- 
tions is frequently so much superior to that of the small 
station that relatively few persons tune in on any of the 
programs on the local station. 


Cost of Broadcast Advertising —No valid conclusion 
either in favor of broadcast advertising or against it can be 
made intelligently until some consideration has been given 
to the cost of this type of advertising. At the same time, 
analysis of the comparative costs of newspaper, magazine, 
radio and other advertising is far from a simple problem. 
A great many estimates or hypothetical analyses of com- 
parative costs have been made of which the following is a 
representative illustration: 


A full page in our leading national weekly costs $8000 in 
black and white. Its circulation is nearly 3,000,000, and figuring three 
readers to a copy the advertiser would have a potential audience of 
about 9,000,000. A full hour on one of the chain networks of 38 sta- 
tions costs approximately the same amount as the full page just men- 
tioned, $8640. Estimates indicate that these stations are available to 
some 9,000,000 receiving sets; figuring three listeners to a set you have 
a potential audience of 27,000,000, or discounting this by 50, you still 
have 13,500,000. Applying the same procedure to a local situation, let 
us consider Milwaukee with its 500,000 population. The leading eve- 
ning paper in Milwaukee has about 100,000 city circulation. A quarter 
page costs $204. According to the statements of ths same publication 
68.6 per cent. of all Greater Milwaukee families own radios. Assuming 
the same proportion for the city proper, that would give some 95,000 
sets, roughly the same circulation as the newspapers. The cost of a 
full hour on the leading local station is $120, open rate.*! 


Many similar analyses might be found for all types of 
media but they afford relatively little information because 
they are, for the most part, solely estimates. 'Too many 
assumptions of the number of sets, the number of listeners 
per set, the number of readers per magazine are usually 
made to result in conclusions which are anything other than 
estimates. Difficulties of this type render inadvisable the 
compltation of cost of results until broadcast advertising 
has been tried, but this objection is no more forceful when 


*Bryson, A. E., How to Shape Up a Radio Program, Financial Advertisers 
Association, Proceedings, 1929, pp. 58-67, pp. 59-60. 
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applied to radio broadcast advertising than when it is 
applied to newspaper or magazine advertising. 'The mere 
fact that a newspaper has a circulation of 50,000 is no in- 
dication that 50,000 families or even 50,000 persons read 
the paper. Consider the many copies which are purchased 
but never read, the copies read by only one person, and the 
many pages at which not a single glance is cast. The busi- 
ness man glances at the financial section and perhaps noth- 
ing else; the sport fan views the sport page and perhaps 
no ) other: numerous housewives commence to read the paper 
and interruption prevents further reading. Consequently, 
this objection to the inaccuracy of measurements is not 
peculiar to radio broadcast advertising. 

The logical method to be used in measuring the costs of 
both, newspaper and radio advertising, as well as other 
types, is that of determining the cost of each inquiry and 
sale procured and attributable to the particular medium 
used. In financial institutions, this would mean computa- 
tion of the cost of each new account, each bond sold, each 
safe deposit box rented, or the cost of inquiries received for 
sach of these, and so-forth. Most new business departments 
(or whatever name the department may bear) seek to have 
each department inquire of each customer, as subtly as pos- 
sible, the manner in which he was induced to come to the 
bank for the particular transaction. Many persons will not 
divulge the real reason, it is true, but probably those who 
refuse to give this information compensate those instances 
in which other persons exaggerate reasons. Each institu- 
tion must compute its own costs traceable to each particular 
medium and then make a comparison, constantly keeping in 
mind the purpose intended and results expected. This, of 
course, does not take into consideration the fact that each 
medium complements the other, but such intangible factors 
defy measurement at the present time. 

Theoretically, radio broadcast advertising is no more 
expensive and no cheaper than other forms of advertising. 
Though the radio complements other advertising media, as 
the price-spread between them becomes greater, the various 
media tend to become more competitive; the less expensive 
media will compete vigorously against the more expensive 
media. If radio were more expensive than other forms of 
advertising, according to the theory of prices, it would not 
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receive popular acceptance and would not have grown 
during the past few years as it has. If radio broadcast 
advertising were cheaper than other forms of advertising, 
that is, if one thousand dollars spent for this medium would 
produce 50 per cent. more inquiries and sales than an 
expenditure of the same amount made in a newspaper, 
advertisers would tend to flock to the medium of lower 
unit sales or inquiry costs. Managers of radio stations 
would soon perceive the intensity of prevailing demand and 
the physical limitations of supply resulting from the limited 
number of desirable broadcasting hours in the day, and soon 
would reveal this recognition by asking higher prices for 
time on the air. The seemingly vulnerable point of this 
reasoning, however, is the fact that thus far methods of 
accurately testing the results obtained by given media have 
not been devised to the satisfaction of many persons. Even 
though the methods now used to test advertising leave 
untested numerous persons who have had contact with the 
medium, it appears only reasonable to recognize the limita- 
tions in this respect, to utilize existing methods to the 
utmost, and to strive vigorously to improve upon them. 
Consequently, if we accept this substantiation of the seem- 
ingly vulnerable point of the above reasoning, the conclu- 
sion is warranted that in the long run radio broadcast 
advertising will probably be no less expensive and no more 
expensive per inquiry and unit of sale than other media. 


Is Broadcast Advertising Desirable?—The information 
presented above affords a basis upon which to consider the 
answer which may be drawn for the following question: 
Is radio broadcast advertising a desirable method of mer- 
chandising for financial institutions? The following facts 
tend to support strongly an affirmative answer. In the first 
place, the extensive use being made of radio broadcast 
advertising by banks in large and medium-sized cities indi- 
rates that the medium meets with approval. The day of 
experimentation with this medium has passed among other 
advertisers, and because of this fact and the experiences of 
individual banks, it has also practically ended for financial 
institutions. Secondly, the advantages considered above 
tend to overshadow the disadvantages also considered, for 
many of the disadvantages may be obviated by care in 
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preparation of the program. ‘Thirdly, on the basis of the 
information available, radio broadcast advertising costs no 
more than other media. The affirmative answer to this 
question, supported by the above information, strongly 
commends radio advertising to financial institutions, with 
certain qualifications to be considered below. 

This conclusion drawn from the evidence presented 
above conflicts with the conclusions and opinions of some 
persons. Reference has already been made to the conten- 
tion of one writer on this subject that radio advertising is 
an academic question for banks outside of the larger cities. 
However, the operation of more than six hundred stations 
throughout the country indicates that not all of these are 
located in large cities or comprise links of national chains, 
for more than four hundred of these stations are classified 
as local.** Thus, the small bank or financial institution in 
a small city has access to this medium just as well as the 
institution in a more populous place. At the same time, 
several objections to the use of this medium by the small- 
city financial house warrant a conservative attitude on the 
part of the banker who is considering such a project. In 
the first place, the standards of the local stations frequently 
fail to measure up to the standards of the stations com- 
prising the national hook-ups. However, the station does 
not dictate the program to be offered, and it would seem 
that a high quality program offered by a financial institu- 
tion would command attention, elicit favorable comments 
and produce results even though other programs failed to 
attain standards of the same height. Secondly, the expense 
involved may preclude daily appearance, but less frequent 
appearances afford splendid opportunity to attain the de- 
sired ends. Thirdly, it becomes a difficult problem to obtain 
talent for a program which will gain and retain listeners 
whose attention is simultaneously sought after by the large 
hook-ups, but arrangement of attractive programs is not an 
insuperable task. 

The larger financial institutions have found radio adver- 
tising productive of results because they have sought to 
provide programs which attract attention and_ produce 
results. The small bank, to derive the greatest advantages 
from this medium, must strive to present the best programs 


#Arnold, op. cit., p. 79. 
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possible within the limitations of available talent and the 
radio advertising budget. Consequently, the success of 
radio advertising efforts depends upon the program offered, 
which fact warrants an examination of the fundamentals of 
broadcast programs capable of producing results. 


Definitions —Certain quasi-technical terms frequently 
appear in radio‘literature and in the speech of radio adver- 
tising men. All persons contemplating use of this medium 
should possess familiarity with these terms, so before pro- 
ceeding to consideration of the principles underlying pro- 
grams, brief statements descriptive of each term will be 
given. “Circulation” as used in radio advertising refers to 
the number of receiving sets within the range of the station, 
and this is sometimes extended to include those persons 
who have access to receiving sets. “Commercial credit” or 
“sales continuity” refers to that part of the program which 
is definitely designed to sell. It comprises the words and 
messages which associate the program with the product or 
institution and stress their strong points; it is the sales 
talk” of the program. “Program continuity” refers to those 
portions of the program directed by the announcer and not 
aimed directly at the production of sales. It consists of 
those features which hold attention either through entertain- 
ment or instruction. “Continuity” refers to the succession 
of items of “program continuity” and “commercial credits” 
which together comprise the program. ‘There are two gen- 
eral types of programs: Sponsored and sustaining. The 
first of these terms describes those programs provided by a 
commercial enterprise which pays the station for the time 
used and provides the talent; the second term refers to those 
programs provided by the station in order to “sustain” the 
program by preventing vacant hours or periods. Sustain- 
ing programs bear no evidences of commercialism such as 
sales talks found in the commercial programs. “Electrical 
transcription” is the process by which broadcast programs 
are enacted and recorded for later presentation. 


Essentials of a Broadcast Program.—The first point to 
be retained uppermost throughout the planning of a pro- 
gram is that an institution or business is judged not so 
much by what it says in the nature of “commercial credits” 
as by the type of numbers appearing on that program. 
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The average commercial program consists of about four- 
fifths entertainment and one-fifth sales talk. People listen 
to programs primarily because they seek entertainment or 
desire information, and generally not because they desire to 
listen to the “commercial credit.” It becomes the primary 
duty of the individual planning the program to attract the 
attention of listeners and arouse their interest in the enter- 
tainment. Whether or not attention is attracted and inter- 
est aroused and retained in the program determines whether 
or not the listeners will be on hand to hear the “commercial 
credits” when they are presented. 

The program must in every instance be the best which 
the financial institution can provide, and unless a program 
of high standards is available, in all likelihood the bank will 
retain good-will and prevent creation of ill-will by not 
appearing on the air. ‘The atmosphere of the program 
must measure up to the nature of the product or institution 
being advertised. This does not mean that a bank must 
limit itself to a staid formality on the air which lulls to sleep 
the few patient listeners who remain tuned in on the pro- 
gram. It means, on the other hand, that when a bank 
provides a dramatic program, a humorous program, a 
musical program, or talk, each must be of the highest 
grade attainable in the community. The financial institu- 
tions of a community symbolize strength, prestige, skill 
and high standards of business conduct. Surely a program 
of inferior quality with which the name of a_ business 
symbolizing such attributes is associated can hardly produce 
satisfactory results. Electrical transcription which has been 
used by many local and some national advertisers, in its 
present state of development, is not accorded public favor. 
Consequently, along with ordinary records, it is a type of 
program which financial institutions may well avoid for the 
time being at least. 

Radio programs do not result from guesswork or hap- 
hazard arrangement of a few musical numbers interspersed 
with “commercial credits.” Programs most productive of 
results grow out of careful planning just as other ad- 
vertising is carefully planned, the granting of heed to 
fundamentals of psychology and careful consideration of 
comments received and results obtained. Planning of a 
program is greatly facilitated by keeping in mind the suc- 
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cessive steps of an advertisement: 'To attract attention, to 
arouse interest, to create desire, to develop conviction and 
to produce action. A wide variety of methods may be used 
to attract attention to the program, but after that, interest 
‘an be developed only by the “program continuity.” Pro- 
grams must be planned well in advance in order to permit 
vareful arrangement and also to enable dissemination of 
publicity in behalf of the program. Attention should be 
called to the institution’s periodic appearance on the air by 
brief notices in much of its other advertising. 


Adaptation to the Audience—A number of instances 
have been examined in which individual financial institu- 
tions or groups have resorted to the use of radio advertising. 
Many of these programs have been characterized to a great 
extent by preachments—dry discourses replete with wisdom 
but unattractive to the average listener. The individuals 
who have arranged these programs have failed to take into 
consideration the necessity of adapting the program to the 
audience which will listen to such programs begin and then 
tune away as soon as the discourse commences. Financial 
institutions may wish to conduct on the highest level 
possible radio programs which they sponsor, but that gives 
no warrant for ignoring the fundamentals which have made 
advertising successful over national hook-ups. These pro- 
grams make no attempt to dictate to the public what it 
needs or what it wishes in the nature of commodities, but 
provide a “continuity” which appeals to the public and pro- 
vides enjoyable entertainment. Occasional “commercial 
credits” injected into the program associate the pleasurable 
aspects of it with the sponsor and his products, especially 
emphasizing the salient points of each. Pepsodent sales 
were increased not by retaining the nation’s leading dentists 
and physicians to discourse upon proper care of the teeth, 
but by giving the public opportunity to listen to two of 
the nation’s highest paid radio comedians; Lucky Strike 
marshals many of the finest dance orchestras of the land; 
and so on through a long list of programs with which most 
persons are familiar. The representative financial institu- 
tion operating in a restricted community cannot retain for 
its programs the nation’s leading dance orchestra, but it 
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‘an provide over the air programs which will interest the 
audience, and the public then associates the name of the 
sponsoring institution with the pleasing program. 


Program Features——A wide variety of programs has 
been presented in those instances observed during this 
study, but the features of each of these programs generally 
fall into one or more of the following classifications: 


Talks on: 
Investments 
Savings 
Trusts 
Life Insurance Trusts 
Safe Deposit 
Custodian Accounts 
Travel Facilities 
General Economic Conditions 
Special Occasions 
Historical Topics 
Music: 
Orchestras 
Jazz 
Symphony 
Vocal and Instrumental Solos 
Dramatics: 
Plays 
Dialogues 
Monologues 
Debates 


It appears that financial institutions have tended to 
emphasize the speech on their programs, and thus far this 
has not been an especially desirable practice. Music has 
been the basis for successful radio programs in the past, 
and many financial institutions have recognized this fact. 
Symphony orchestras have been presented in Sunday after- 
noon concerts, and the only “commercial credit” has been a 
brief statement that “This program comes to you through 
the courtesy of” the particular institution. Dance orchestras 
have been featured in similar manner on appropriate occa- 
sions. Utilization of music as the basis for attracting 
attention and developing interest has been carried to such a 
great extent that “the spoken word and featured personal- 
ity’** have recently been accorded more attention than 


*Reprint from Fortune, op. cit., p. 4. 
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formerly. The success of one of the larger bond houses in 
mixing music and a. lecture on investments indicates that 
though music may be an entrée to the arena of favored 
reception, it is by no means the sole method by which a 
program may gain favor. Addresses over the radio must 
cease their preachments when sponsored by financial institu- 
tions and must present information that will interest and 
benefit the reader. When a man listens to a tirade upon 
his careless methods of caring for his money, he is not likely 
to develop a feeling of friendliness toward the institution 
whose representative rebukes him. On the other hand, a 
short, concise talk on how to prepare a budget, with special 
emphasis given by the speaker to the case of managing 
finances on a budget basis and to the pleasures derived 
therefrom, possesses much greater potentialities for the 
production of good-will toward the sponsoring institution. 


The “Commercial Credit.’—The “program continuity” 
comprises that portion of the program which generally 
proves of greatest interest to the audience, whereas the 
sponsor is probably most interested, from his own point of 
view, in the “commercial credit.” The sponsor’s interest in 
the “program continuity” is limited to the attraction of atten- 
tion and retention of interest of the listener until that party 
has heard the “commercial credit.” The intense interest of 
the sponsor in the “commercial credit” leads him to present 
a “credit” which will “sell” to listeners the institution and its 
products which have been associated with the particular 
program. Many sponsors tend to feel that they must 
impose the “credits” on their audiences, but there are no 
reasons why people will not listen to and enjoy reasonable 
and attractively-prepared “credits” just as readily as they 
read advertisements in the daily newspapers. The “com- 
mercial credit” of greatest value to the sponsor is the open- 
ing announcement, because at this time the audience is in a 
receptive and anticipatory frame of mind.** The sponsor 
seeks a situation of just this kind for his “commercial credit,” 
but he must remember at the same time, that the patience 
of his audience is short-lived and fickle. The prime essen- 
tial of a “commercial credit” is that it be brief and inter- 
jected not too frequently. The majority of the audience 


*Arnold, op. cit., p. 72. 
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which listens to the program is interested primarily in the 
“program continuity,” does not want to be interrupted 
every few moments to listen to a “credit,” and appreciates 
such consideration. The public recognizes, as pointed out 
in the beginning, that advertising makes possible the pro- 
grams which it receives, and does not object to a modicum 
of “commercial credits,” but repetition of the “credit” de- 
tracts greatly from the value of a program otherwise highly 
productive of results, and may even produce a considerable 
amount of ill-will, A few words carefully chosen and 
delivered at relatively infrequent intervals will accomplish 
rastly more than frequent and profuse outbursts of oratory. 
Three items merit emphasis in the “commercial credit” : 


1. The sponsorship of the program; 

2. The repetition of a catch phrase or statement which identifies 
the program, is constantly associated with the institution, and empha- 
sizes the sponsorship; and 

3. Brief, terse mention of the salient features of the product and/or 
the institution. 


The larger stations have down to the present time for- 
bidden quotation of prices in the “commercial credit’’ be- 
‘ause it has been found that statement of prices of com- 
modities has frequently produced undesirable results. A 
tendency toward approval of the statement of prices over 
the larger stations becomes manifest slowly,”’ but the 
peculiar nature of the products offered for sale by financial 
institutions and the positions which they occupy in their 
respective communities tend to render highly advisable the 
exclusion of such practice from the “commercial credit.” 


Co-ordination with Other Media.—Radio broadcast ad- 
vertising is not a substitute for newspaper, direct mail, or 
any other form of advertising, but comprises an adjunct 
to practically all advertising media of high repute. Broad- 
cast advertising requires the co-operation of other media 
on the institution’s program in order to produce greatest 
results, and at the same time is capable of augmenting the 
results of these co-operating media. This indicates that a 
definite tie-up or co-ordination must prevail. Inquiries 
may result from the radio program for booklets offered 


*Reprint from Fortune, op cit., p. 1. 
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over the air or for information of some other kind. The 
follow-up used may pave the way for further contact be- 
tween the institution and the individual, and may ultimately 
lead to a visit from the customer or else warrant a call by 
a sales representative or officer of the institution. Many 
broadcast advertisers make it a rule to answer all radio 
mail, and financial institutions might well adopt this prac- 
tice. Of course, the amount of mail received when broad- 
casting over a local station will undoubtedly be smaller in 
proportion than that received by stations in the national 
networks, but care of radio mail comprises an integral part 
of the procedure of advertising by broadcast. It gives 
opportunity for further contact between the sponsor and 
members of his audience, and that is what he seeks most. 
An unfavorable comment concerning the program may, by 
the exercise of tact, be converted into a friendly relation- 
ship between the bank and the person making the comment, 
a friendly relationship which may ultimately produce sales. 


Summary.—Radio advertising has passed the experi- 
mental stage for many businesses as pointed out above, and 
if it has not yet done so for financial institutions, it at least 
appears ready to emerge. ‘This does not mean that every 
financial institution must include an allotment for radio 
broadcast advertising in its merchandising budget. It indi- 
cates, however, that the medium may be carefully con- 
sidered and its potentialities examined with reference to 
each particular institution. The preceding discussion does 
not assume that the executive of the financial house must 
rely upon his own efforts to present a program productive 
of results, for the agencies are rapidly becoming skilled in 
this type of work. It is generally highly advisable to retain 
a skilled agency to arrange details of broadcast advertising 
just as well as those of newspaper advertising. 

The material presented in this article has been designed 
to enable executives who find it necessary to supervise the 
arrangement of a program, to have a better comprehension 
of the problems and knowledge of the fundamentals to be 
pursued. The executive may thus be better qualified to 
appraise the program proposed or prepared by an agency, 
or may contribute valuable ideas to other members of the 
institution’s staff who attempt to arrange such a program. 
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Radio broadcast advertising is producing highly desirable 
results for many financial institutions, and despite the many 
incommensurable aspects of this medium, it commends itself 
to the consideration of executives who seek to develop well- 
balanced merchandising programs for their institutions. 
Furthermore, it comprises a field of merchandising en- 
deavor especially challenging to research, and every institu- 
tion undertaking to utilize this medium might well prepare 
an analysis of results and expenses in order to expedite its 
development which presently is replete with potentialities 
of great productivity. 


At your CALL and beck. When you take up 
the telephone and make your call, you command the 
organization and equipment of a nation-wide system. 
Response is immediate. Every hour of the day this 
service stands ready. Whether you seek a voice-trip 
across the street or across the continent, your wish 
is its call to action. 


Bell Telephone System 





Is There a Limit to Government Bonds in 
Secondary Reserves? 


By C. H. 


wide radio hook-up the President of 

the United States inferred that the 
American bankers have not stood by 
their Government. As a matter of fact 
during this Administration the Govern- 
ment has increased its obligations by ap- 
proximately six billions of dollars, and 
of that amount the commercial banks 
and the Federal Reserve banks have 
taken roughly a little over two-thirds. 
The bankers have been nothing if not 
patriotic, but at the expense of un- 
sound banking methods and illiquidity! 

The American Bankers Association 
issued a booklet on commercial bank 
management some time ago covering the 
subject of “Secondary Reserves” in 
which it was stated that the “second re- 
quirement of such reserve is liquidity.” 
In a recent lecture at the Harvard Busi- 
ness School, Professor O. M. W. 
Sprague said that in his opinion if any 
one of the large New York City banks 
should attempt to dump its government 
securities it would cause a complete 
collapse of the government bond mar- 
ket. If that is correct, are the banks 
maintaining a liquid secondary reserve 
by being waterlogged with these invest- 
ments? 

In the same pamphlet the American 
Bankers Association sets up a standard 
distribution of assets for a secondary 
reserve, wherein U. S. bonds approxi- 
mate 30 per cent. of such reserve. As 
of March 5, 1934, all member banks of 
the Federal Reserve are reported as 
having about 56 per cent. of their sec- 
ondary reserve in government bonds. 
That is they are exceeding the standard 
set up by the American Bankers Asso- 
ciation by almost 87 per cent. In the 
same article they suggest that in an in- 
vestment program scientifically planned 


[: a recent fireside chat over a nation- 
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10 per cent. of the demand deposits 
would be in United States Government 
securities. In the report of the Comp- 
troller of the Currency it is recorded 
that all national banks as of June 30, 
1934, had deposits of 11,027 millions 
and government bonds amounting to 
6003 millions. Thus federal bonds 
were 54 per cent. of demand deposits 
or five times the standard. Is that sound 
banking? 

In a booklet on “Investment Policies 
of Banks” issued by the American 
Bankers Association it is stated: 


Secondary Reserve 

This at all times must be ample to replenish 
the primary reserve when it has been de- 
pleted for the prime purpose of 
this secondary reserve is to guarantee a sup- 
plemental or short notice liquidity to meet 
periodic cash requirements in emergency situa- 
tions. 


Are the banks living up to this stand- 
ard when we all know that in an emer- 
gency they could not sell the bonds 
without seriously depressing the market 
if not causing a complete collapse? Of 
course they could convert the bonds into 
paper money via the Federal Reserve, 
but history records the chaotic condi- 
tions which follow in the wake of paper 
inflation. 

This same booklet goes on to say: 


In spite of the fact that United States 
Government bonds of all maturities constitute 
premier investments, a word of caution at 
this time appears appropriate with special 
reference to their longer maturities. The 
present demands upon the Government for 
financing not only maturing obligations but 
large additional sums, necessitates the gradual 
elongation of maturities of even new offer- 
ings. Even these bonds, concerning which 
there is no question as to their integrity, 
have been demonstrated to be subject to 
radical fluctuations in price, and as to the 
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bonds of longer maturity, even their market- 
ability has, under times of severe stress, been 
limited in character. Long term Government 
bonds should be avoided for use for secondary 
reserve purposes. 


How many banks have heeded these 
words of warning? If the reader thinks 
the author unduly alarmed let him note 
a news item in the New York Times 
for October 1 wherein is quoted the 
following statement signed by fifty-three 
of the country’s leading economists: 


The present prices of Government bonds 
should, furthermore, not mislead the public, 
for their market is artifically maintained by 
the treasury and by the huge absorptions on 
the part of the banks. Such unusually large 
bond issues cannot be floated indefinitely ex- 
cept by a process of progressive inflation. 
The time must arrive when this procedure of 
Government financing must be discontinued 
and when either the burdens of taxation 
must be greatly increased or the public debt 
be paid through inflation in a greatly de- 
preciated dollar. 


In whose hands may we find the 
power to prevent a possible banking crisis 
or chaotic inflation? As this writer sees 
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it the banks hold the reins with which to 
check exorbitant Federal expenditures 
and a rising public debt. By refusing 
to buy any more bonds, that is cutting 
off the market for financing deficits, the 
banks can call a halt and force Wash- 
ington to balance the budget, as the 
President is sworn to a sound money 
policy. 

The Government has an interest in 
many banks through preferred stock 
held by the Reconstruction Finance Cor- 
poration and for that reason keeps a 
close watch over these banks to protect 
its investment. With the banks of the 
country holding billions of dollars worth 
of United States Government securities 
why has the R. F. C. then not a right 
to protect its investment by demanding 
that a sound conservative policy be fol- 
lowed by the Administration? 

When the Kreuger collapse showed 
how our bankers held blind faith in the 
words of one man without checking up 
on the veracity of his statements—didn't 
we learn our lesson? The British banker 
stood by his government, but he insisted 
first that the budget be balanced! 





Nichols vs. the New Deal 


The First National Bank of Englewood’s Battling President Throw 
Another Bean Bag at the Administration 


MENITIES are still being ex- 
Ave between President J. M. 
Nichols of the First National 
Bank of Englewood, IIl., and the deposit 
insurance authorities in Washington. 
The former has refused to post a sign 
over the receiving tellers’ windows stat- 
ing that the bank’s deposits are insured 
thus subjecting the bank to a fine of 
$100 a day for each such window. The 
bank’s answer is to close all receiving 
windows but one thus limiting the fine 
to $100 a day. 
The following two letters referring to 
the bank’s decision have been released 
by the bank: 


Mr. L. E. Birdzell, 
General Counsel, 
Federal Deposit Insurance Corporation, 


Washington, D. C. 
My dear Mr. Birdzell: 


This is to inform you that we have re- 
duced the number of our receiving windows 
to one and posted a sign in the lobby ex- 
plaining why. Send your spotters at any 
time, and they will find that our Window 
No. 12 is the only one through which we 
accept deposits. Of course the depositors 
will have to stand in line a little longer, 
but I don’t suppose that troubles anyone in 
Washington. 

At the rate of $100.00 a day, we could 
hardy afford the luxury of three receiving 
windows, but, without affecting our profits, 
we are able to pay the penalty for one 
simply because we have cut in half our $2,- 
000,000.00 balance at the Federal Reserve 
Bank, and with it have purchased an addi- 
tional million of Government Bonds, the in- 
come from which more than offsets your 
“pound of flesh.” In other words, we hold 
the bonds, and you get the coupons. Now 


then, how do you like that? You see there 
are more ways than one to skin a cat. If 
there are any more “tricks in the bag,” trot 
them out and let's see what they look like. 

While it seems almost robbery to penalize 
a banker for protecting some 10,000 de- 
positors with Cash and Government Bonds, 
on the other hand, the expenditure of $100.00 
a day may not turn out to be an unreason- 
able price to pay for one’s immunity from 
the political coercion lurking behind the 
FDIC. What are you driving at? The 
elimination of sound institutions such as ours? 
Surely this Roosevelt Administration has 
been no asset to them. Is it your intention 
that the people shall have no safe place in 
which to put their money? If so, it is high 
time they are finding it out. 

Sincerely, 
J. M. NicHoLs, 
President. 


Mr. Leo T. Crowley, Chairman, 
Federal Deposit Insurance Corporation, 
Washington, D. C. 


My dear Mr. Crowley: 


Enclosed is a copy of the letter I have sent 
to Mr. L. E. Birdzell, notifying him that 
from now on we have but one receiving 
window. 

It may interest you to know that banks 
are writing us from every part of the United 
States, beseeching us to stand our ground to 
the very end. You have drafted thousands 
of them into your FDIC, but evidently you 
have yet to make them like it. 

You ought to be ashamed of yourselves— 
every one of you. Instead of criticizing and 
penalizing such institutions as this, the Ad- 
ministration should be thankful for their ex- 
istence. Had I made no better job of the 
banking business here in Englewood than ap- 
parently you did in Madison, Wisconsin, 
there might be something to talk about. 

Sincerely, 
J. M. NicHOLs, 
President. 





JUST OUT! 


Eighth Edition of America’s 
Most Popular Banking Book — 


Here is a book which has come to 
be regarded as the standard work 
on bank methods and administration. 
It tells of every phase of modern 
banking from the handling of the 
morning mail to the extension of 
credit; from the duties of the 
messenger to the functions of the 
president. 


William H. Kniffin, the author, 
has not depended upon his ow 
many years’ experience as a prac- 
tical banker. In his book he has 
assembled the best banking thought 
of the country--the tested results 
of banking practice in the most 
progressively managed institutions 
in the United States. 


Send for your copy 

of this valuable 

book TODAY and see 
for yourself how 
thoroughly Mr. Kniffin 
has covered his field. 


BANKERS PUBLISHING CO. 


BANKERS PUBLISHING COMPANY 
Book Dept.—465 Main St., Cambridge, Mass. 
Please send me on approval a copy 
of “The Practical Work of a Bank.” 
I will either return the book with- 
in five days or will send you my 
check for $5.00. 





INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 


IMPROVED PRICES OF U. S. 
BONDS 


N encouraging feature in the in- 
Awesnen situation is found in the 
strength continuously displayed 

in the prices of United States bonds in 
recent weeks. This factor is bound to 
reflect favorably on the high-grade secu- 
rities market in general. Talks of fur- 
ther inflation, uncertainties about an- 
other devaluation of the dollar, the dim 
prospects for an early balancing of the 
Federal budget—all these factors have 
failed to check the rise in the prices of 
obligations of the United States. This 
is all the more remarkable, since the 
recent strength of these obligations has 
not been due to Treasury market sup- 
port. It is understood that in the 


future the banks are to restrict their 
purchases to short-term obligations, leav- 


ing the longer-term securities to find 
their place in the general investment 
market. 

Preservation of the public credit is 
of vital importance to the prosperity of 
the country. There are evidences that 
the Administration is deeply concerned 
aver the budget situation, and that all 
possible retrenchments are to be effected. 


MUNICIPAL BONDS IN DEFAULT 


MUNICIPAL bond bulletin is- 

sued by Halsey, Stuart & Co., re- 

> ports that it was estimated re- 
cently that around $2,000,000,000 par 
value of municipal bonds were in de- 
fault as to principal or interest, or both; 
also that the amount of principal and 
interest due but unpaid was in the neigh- 
horhood of $200,000,000. Formidable 
as these figures appear, they are far less 
disturbing than they might be when they 
are considered in relation to the aggre- 
gate of state and municipal bonds out- 
standing. The gross state and municipal 
indebtedness is estimated to total some- 


where near $19,000,000,000, and the 
annual interest and redemption charge 
on this debt is around $1,500,000,000. 
It should be considered also that a sub- 
stantial portion of the bonds included 
among the $2,000,000,000 in default 
were those of Detroit, Michigan, and 
various Special Districts of Cook 
County, part of which have since been 
readjusted and restored to good stand- 
ing by extensive refunding operations. 
While it would be difficult to say how 
the total of bonds in default may have 
been affected by further additions from 
smaller communities throughout the 
country, there appears reason for think- 
ing that the situation is no worse late 
in 1934 than it was in 1933, and if a 
complete survey were made, it might be 
shown to be somewhat better. 


CANADA’S IMPROVING 
SITUATION 


VER since late 1931 Canadian 
E bond prices and the Canadian dol- 
lar have been buffeted by the in- 
ternational storms, says A. E. Ames @ 
Co., Limited. Even in 1933, which was 
the first year of Canadian recovery, 
there were wide swings in the prices of 
Canadian bonds and in the foreign ex- 
change value of the Canadian dollar. 
“There are, however, indications that 
we have come into calmer waters. Partly 
as a result of the tentative stabilization 
of the U. S. dollar at 59.06 per cent. of 
its original gold par, the fluctuations of 
the Canadian dollar have been com- 
paratively narrow since the beginning 
of 1934 and its steady rise in recent 
months, while partly seasonal, has been 
reflecting our improving financial and 
economic position, our growing foreign 
trade, our relatively satisfactory tourist 
income and more moderate demands 
for U. S. and sterling funds to meet the 
interest requirements on bonds carrying 
optional payment provisions. 
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“Concurrently with this rise in the 
Canadian dollar there has been a steady 
enhancement in the price of Dominion 
of Canada bonds traded abroad. Typical 
of this class of securities is the issue 
of Dominion of Canada 5 per cent. 
bonds, due May 1, 1952, payable solely 
in U. S. funds. For the first six months 
of 1934 the rise in this issue corre- 
sponded with the rise in U. S. Govern- 
ment bonds. In the period of severe 


decline in the latter since mid-July, it 


is apparent in the chart that Canadian 
bonds, traded in U. S. markets, have 
shown independent strength. During 
this period the fact that prices of Do- 
minion of Canada bonds, both in the 
Canadian and in the United States 
markets, have held firm, shows rather 
clearly the elements of strength in our 
position. 

“In summary the 1934 refunding loan 
is being offered at a time when con- 
fidence is being shown in the Canadian 
position. The halcyon days have not 
yet returned but the evidences of sound 
credit standing have always been re- 
garded as presaging business recovery. 
On November 1, 1934, and on the com- 
pletion of this conversion operation, it 
is interesting to note the Dominion will 
have only one issue of $236,299,800 
bearing an interest rate as high as 51/4 
per cent., as compared with a peak of 
$1,725,504,990 on March 31, 1922. 

“Furthermore, the preliminary an- 
nouncement of Prime Minister R. B. 
Bennett notes that ‘Canada has already 
obtained a reduction of the previous in- 


terest charges amounting to more than 
$9,000,000 per annum, and completion 
of the 1934 loan will provide a further 
saving of over $5,000,000 per annum. 
The annual saving of over $14,000,000 
thus secured has a direct cash benefit to 


. 


every tax-payer.’” 


HEAVY OVER THE COUNTER 
DEALINGS IN U. S. BONDS 


RADING in U. S. Government 
bonds is still the most active for 
any group of securities in the coun- 
try, C. J. Devine & Co., Inc., specialists 
in government bonds, point out in a 
study of the market situation of the 
country’s premier security. The firm 
states that it is interesting to note that 
government securities are not lacking 
ready buyers, despite recent reports to 
the contrary. 

Some evidence of the activity of the 
over-the-counter government bond mar- 
ket is furnished by the Devine firm’s 
estimate of a turnover of $50,000,- 
000,000 during the first eight months of 
1934, which is more than five times 
greater than the dollar value of all 
stocks and bonds traded on the New 
York Stock Exchange during the same 
period. 

The over-the-counter turnover in gov 
ernment bonds for the eight month 
period, based upon the volume of the 
ten leading firms, which handle about 
90 per cent. of the total, is approxi- 
mately equal to the estimated $50,000,- 
000,000 turnover for the full year 1933, 
which was the record year for all time. 

During the same eight month period 
the dollar value of all securities traded 
on the New York Stock Exchange ag- 
gregated $8,574.000,000, of which $5, 
958,000,000 represented the value of 
stocks, and $2,616,000,000 the par 
value of all bonds. 

Further evidence of the size of the 
over-the-counter dealings in govern’ 
ments is furnished by the fact that on 
some exceptionally active days the turn- 
over reaches a billion dollars. 
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“WORTHLESS” FOREIGN BONDS 


OT infrequently all foreign bonds 
N are sweepingly referred to as 

“worthless.” Of course, there 
are many foreign bonds to which this 
term is by no means applicable. Com- 
menting on this unjust characterization 
of foreign securities, the New York 
Journal of Commerce says: 

“Recent sharp advances in quotations 
of many foreign bonds outstanding in 
the United States, particularly South 
American issues, have constituted a 
striking contradiction of loose general- 
izations by members of Congress and 
others about the ‘worthlessness’ of for- 
eign bonds, particularly those sold to 
the American public during the boom 
period of the late ‘20s. As a matter 
of fact, the average quotation of the 
240 foreign government issues listed on 
the New York Stock Exchange was 
83.26 per cent. of parity on Septem- 
ber 1, as compared with 72.90 per cent. 
for all railroad issues on the same date. 
Thus foreign obligations currently are 
quoted higher on the average than are 
domestic railway bonds. 

The recent rise in the South American 
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securities, while partly a reflection of 
speculative activity, has been based pri- 
marily upon the unmistakable evidences 
of economic and financial recovery in 
the southern continent. It was further 
accelerated by the fact that several 
countries have already, on the first in- 
dication of major business improvement, 
signified their willingness to effect at 
least a temporary settlement of their 
obligations now in default. Chile, 
Peru, Colombia and Mexico have all 
indicated that they are giving serious 
consideration to the problem of read- 
justing their external debts.” 
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character have lately caused ex- 
ceptional concern in Europe. Spain 
has had a revolution, extending to nearly 
all parts of the country, and which has 
been suppressed only after numerous 
sanguinary struggles. On October 9, 
at Marseilles, King Alexander of Yugo- 
slavia and M. Barthou, the French 
Foreign Minister, were assasinated, an 
event which aroused grave fears of a 
crisis in European political affairs. But 
France and Italy, especially, have co- 
operated, and with apparent success, 
in an effort to prevent serious conse- 
quences from developing out of this af- 
fair, which at one time was considered 
as likely to result in the outbreak of 
war. In addition to the loss of its dis- 
tinguished Foreign Minister, France has 
recently lost through death M. Raymond 
Poincaré, former President and Prime 
Minister, especially remembered in 
financial circles for his resolute and suc- 
cessful attempt, some years since, to 
prevent the complete destruction of the 
value of the franc. 

Despite the untoward events men- 
tioned, there are many signs that world 
recovery continues. The most notable 
advance has been made in Great Brit- 
ain, where the depression is rapidly 
disappearing. There are also encourag- 
ing reports from South Africa, Aus- 
tralia and Canada. Japan, Mexico, Ar- 
gentina, Chile and other countries are 
also making definite progress toward re- 
covery. What is taking place, in the 
countries mentioned, establishes the the- 
sis that a depression can not last indefi- 
nitely, and that, finally, the forces mak- 
ing for world recovery are irresistible. 
Contrary to what has been generally ex- 
pected—that recovery would first take 
place in the United States of America 
—greater progress seems to have been 
made in other quarters of the world, 
but. this may possibly be a reflection of 
the widespread belief that the hindrances 
to American recovery are gradually dis- 
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A MONTHLY SURVEY OF CURRENT FINANCIAL, ECONOMIC AND 
POLITICAL EVENTS IN OTHER LANDS 


appearing. At any rate, there is abun- 
dant evidence that the world stubbornly 
refuses to plunge into the chaos which 
so many have been fearing, but that 
there is a resolute determination to move 


steadily forward. It may be said, and 
with greater certainty than was hereto- 
fore possible, that world recovery is tak- 
ing place, and with a degree of rapidity 
entirely consistent with conditions long 
prevailing. 


GREAT BRITAIN 
Westminster Bank Review (September) 


Recovery from the lowest depths of 
world economic depression has had no 
more striking manifestation than in the 
British stock markets. The Financial 
News index of the market values of 
thirty leading British industrial ordinary 
shares stood, at the end of August, at 
180 per cent. above its lowest point of 
the past five years, whilst that journal's 
index of twenty fixed-interest securities 
had risen by 48 per cent. from the low- 
est level recorded during the same 
period. For close on two-and-a-half 
years, indeed, the course of the security 
markets may be epitomized as “active 
and upward.” The natural relapses 
which have occurred have been relatively 
few, moderate and short-lived. The 
substantial advances in a wide range of 
industrial quotations have frequently 


. given rise to the skeptical comment that 


“everything looks high.” Reluctance to 
follow values upward, however, has 
proved much less potent than the com- 
bined effect of the weight of money seek- 
ing investment, the undoubted recovery 
seen in domestic industry, and the an- 
ticipation of its increase and extension. 
Cheap money played its historic rdle in 
initiating the recovery, which, under the 
influence of the forces just mentioned, 
has spread outwards from the market in 
British Government stocks to embrace 
(although to varying extents) almost 
every other section cf the Stock Ex- 
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change. The only group of securities 
which has not participated in the ad- 
vance is that comprising those foreign 
bonds where the political risk has lately 
been the dominating factor. 

While the upward movement, in the 
stock markets as a whole, has been fairly 
consistently maintained, it has had four 
distinct phases. The first, which co- 
incided very closely with the first half 
of 1932, was the recovery in gilt-edged 
securities. From July, 1932, to April, 
1933, was the period of the second 
phase, which was marked firstly by the 
adjustment of prices of other fixed- 
interest stocks to accord with the 314 
per cent. yield basis established for Brit- 
ish Government issues, and secondly by 
the incipient recovery in British indus- 
trials, which was soon checked but not 
reversed. In the third phase, which ex- 
tended, approximately, over the twelve 
months to April of this year, came the 
big and expanding recovery in British 
industrial ordinary shares. Fourthly, 


the past five months have been a period 
of consolidation of previous gains. 
Stock market recovery began early in 


1932. Though in point of time that is 
not long ago, so much has happened 
since that it seems worth while to re- 
call the forces that gave the revival its 
initial impetus. When it became clear 
that the balancing of the Emergency 
Budget of September, 1931, was no mere 
paper feat, but would be borne out by 
the revenue figures, and that, in Britain, 
suspension of the gold standard did not 
involve inflation of currency or of credit, 
British Government funds began to re- 
gain the prestige they had lost in the 
summer and autumn of 1931. The par- 
tial repayment before the due date of 
the credits which had had to be raised 
abroad led to an advance in the external 
value of the £, and further enhanced 
the popularity of gilt-edged stocks, 
whose values then reflected the succes- 
sive reductions in the Bank rate (as the 
crisis passed) from 6 per cent. to 2 per 
cent. 

On the Stock Exchange, over the 
whole of this period, attention was vir- 
tually monolopized by the gilt-edged 
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market. Imperial Government stocks 
rose by some 17 per cent., and Colonial 
Government and British Corporation is- 
sues followed in their wake. Banking 
and insurance shares shone with re- 
flected glory, and some of the bolder 
spirits were already buying well-secured 
debentures, as well as “seasoned” divi- 
dend-paying utility shares and a select 
few industrials. For the most part, 
however, the industrial and speculative 
share markets remained out of favor, 
and quotations receded to lower levels 
than at the beginning of the year. While 
the Investors’ Chronicle gilt-edged in- 
dex, for example, rose from 91.5 on 
December 28, 1931, to 107.3 on June 27, 
1932, its “all business” index fell from 
75.8 to 72.4 in May, 1932, and re- 
covered only to 73.5 in the following 
month. 


Barclays Bank Limited Monthly 
Review (September) 


The improvement in industrial ac- 
tivity in the United Kingdom is clearly 
reflected in the Board of Trade index of 
production for the second quarter of 
1934. The sections of industry which 
are covered by the information at present 
received by the Board of Trade for cal- 
culating the index represent about 90 
per cent. of the total activity of the 
groups of industry . . . and more than 
two-thirds of the total manufacturing 
and mining activity of Great Britain and 
Northern Ireland as ascertained at the 
1924 Census of Production. The sta- 
tistics show that the upward trend, 
which has been in evidence since the 
third quarter of 1932, when the gen- 
eral index fell to the record low level 
of 87.4, was continued last quarter, the 
figure for that period rising to 110.3, 
the highest since March, 1930. It is 
also significant that the index number 
of 118.4 for manufacturing industries 
alone had not previously been reached 
in the whole period of seven-and-a-half 
years for which statistics have been com- 
piled, the previous high record being 
117.4 for the three months ended De- 
cember, 1929. 

In six of the eight groups of indus- 
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tries for which figures are available, 
production exceeded the average of the 
base year 1924, the only reductions 
shown compared with the average for 
that period being in the case of mines 
and quarries, and textiles, whilst, if com- 
parison be made with the June quarter 
of last year, it is noticeable that there 
were increases of 32.9 per cent. in the 
output of iron and steel, 36 per cent. in 
non-ferrous metals and 17.9 per cent. 
in engineering and shipbuilding. Pro- 
duction in the chemical and allied trades, 
in mines and quarries, in textiles and in 
food, drink and tobacco, also rose com- 
pared with the second quarter of last 
year, but the output of leather and boots 
and shoes was lower. 


Lloyds Bank Limited Monthly 
Review (October) 


The seasonal recession due to the holi- 
days has now ended, and the early 
autumn trade position may be described 
as fairly encouraging. The August trade 
returns were reasonably good and show 
that imports of raw materials are being 
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well maintained. August witnessed a 
very slight increase in the total number 
of unemployed, but this was more than 
accounted for by the number of young 
people entering the labor market fresh 
from school, and it is officially estimated 
that there was a slight increase since 
July in the actual number of employed 
workers. Railway goods trafic returns 
and postal receipts suggest that trade 
is being well maintained. Retail trade 
for August was 4.8 per cent. above the 
level of August, 1933. With the excep- 
tion of March and May this is the best 
result of the year, and the improvement 
is common to all parts of the country. 
August iron and steel production sta- 
tistics naturally reflect the holidays, but 
compared with a year ago, pig-iron pro- 
duction has risen by 39 per cent. and 
steel production by 21 per cent. Build- 
ing activity continues to be very well 
maintained and there is no sign of any 
setback. Provincial bank clearings for 
August were fractionally less than in 
August, 1933. Wholesale prices have 
recently been falling, but this reaction 
succeeds the sharp advance which oc- 
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curred in August, and so is to some ex’ 
tent a healthy movement. It reflects, 
however, in part the stagnation of trade 
in the goid bloc countries and the se- 
vere restrictions on raw material imports 
into Germany. 

On the whole it appears that the up- 
ward trend of British trade is continu- 
ing, but at a slower rate than a year ago. 


Midland Bank Monthly Review 
(September-October) 

Over the year to August, on the 
monthly average figures, the deposits of 
the ten London clearing banks declined 
by £110 millions, and their holdings of 
bills, consisting predominantly of treas- 
ury bills, by £137 millions. Over the 
same period the total amount of treas- 
ury bills outstanding declined by £159 
millions, though this figure must not be 
taken as an accurate measure of the 
shrinkage in the supply of bills avail- 
able to banks and other financial insti- 
tutions, since an unknown and varying 
quantity is held by government depart- 
ments and similar bodies. Whatever the 
_ precise figure may be, however, the fact 
is that the banks have been eager to 
acquire all the bills they can buy, so that 
the decline in their holdings provides 
direct evidence of a positive shortage 
There can be no question, moreover, 
that the shrinkage of supply is due to 
the government’s funding operations; 
the question remains whether the shrink- 
age of bills has been responsible for the 
decline in deposits. 
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The close correspondence of the 
figures suggests an afhrmative answer. 
Support is lent to this conclusion, more- 
over, by the fact that the cash resources 
of the banks, though declining in recent 
months, were until then rather more 
than maintained. It has been pointed 
out many times that the ultimate control 
over the total volume of the banks’ cash 
resources is vested in the Bank of Eng- 
land, and that if the banks maintain a 
constant ratio of cash to deposits the 
Bank of England ultimately controls the 
volume of deposits. During the past 
year, however—-with the exception of 
the past few months—we have ex- 
perienced a period of sustained cash sup- 
ply accompanied by declining deposits. 
The ratio of cash to deposits has risen 
above its customary level. 


New Capital Issues 

The compilation of new capital issues 
in the United Kingdom, made and pub- 
lished by the Midland Bank Limited, 
shows that the total of such issues for 
the eight months ending with August 31, 
1934, was £93,898,000, compared with 
£96,538,000 for the same period in 1933. 
Foreign issues were £7,109,000 for the 
eight months of 1933, and £2,333,000 
for the same period in 1934. 


NORWAY 
Economic and financial conditions in 


Norway are generally favorable. Foreign 
trade has expanded considerably, and 
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bond and stock prices continue firm. The 
price level has shown a rising tendency, 
especially on account of higher prices 
for agricultural products. Collections 
are reported better than for some time, 
and business failures show a decrease. 


POLAND 


Month by month the number of de- 
positors and the deposits in Poland's 
Postal Savings Bank have been growing 
and on September 1, 1934, the deposits 


reached 565,843,699 zlotys with 1,340,- 
275 depositors. 

During the first eight months of 1934, 
the deposits, as compared with the same 
period of 1933, increased by more than 


100 million zlotys. Such steady rise in 
savings may be due partially to con- 
stant efforts on the part of the govern- 
ment towards awakening in the citizens 
of Poland the spirit of thrift and the 
habits of saving. 


NETHERLANDS EAST INDIES 


From the Monthly Review of the Rot- 
terdamsche Bankvereeniging (August- 
September) it is learned that the Dutch 
East Indian Government revenues in the 
first five months of this year were 
fls. 153.4 mill., as against fls. 148.3 mill. 
in the corresponding period of last year. 
The large amount is due to increased 
yields of taxation and higher proceeds 
from the products of the colony. 

Regarding the general economic situa- 
tion of the Netherlands Indies. the An- 
nual Report of the Tavasche Bank an- 
nounces, as a gratifying fact, that sev- 
eral signs of improvement are to be ob- 


served, although the word “improve- 
ment” must not be taken here to mean 
“a considerable recovery,” but rather 
signifying, for the present, “a certain 
stability” of economic conditions. Such 
indications characterize not only the ex- 
ports of the working plantations, but 
also native production. The institution 
itself, which had a gross profit of 
fls. 3,647,956 (last year: 3,444,837) and 
a net profit of fls. 1,395,141 (1,150,660) 
could raise its dividend from 8!/, to 9Y 
per cent. 


DENMARK 


Dealing with the economic situation 
in Denmark, the Monthly Review of 
Den Danske Landmansbank (September 
15) states that the agricultural balance 
of trade of Denmark, computed by the 
Agricultural Council, shows that the 
total exports of agricultural produce in 
the first seven months of 1934 amounted 
to Kr. 507,000,000, which was Kr. 20, 
000,000 less than in the corresponding 
period of 1933. At the same time the 
imports of raw materials for agriculture 
were reduced by Kr. 11,000,000 to Kr 
97,000,000, and the result was an excess 
of exports of Kr. 410,000,000 against 
Kr. 419,000,000 in January-July, 1933. 

In the savings banks deposits 
amounted to Kr. 105,600,000 in July 
(including interest added Kr. 3,400,- 
000), while withdrawals amounted to 
Kr. 96,000,000. Total deposits were 
thus increased by Kr. 9,600,000 to Kr. 
2,165,500,000. 

Deposits in the three principal sav- 
ings banks in August amounted to Kr. 
33,300,000 (apart from interest added 
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Kr. 8,800,000) against withdrawals ag- 
gregating Kr. 30,900,000, total deposits 
being thus increased by Kr. 11,200,000 
to Kr. 616,800,000. 


HUNGARY 


An encouraging view of conditions in 
Hungary is taken by the Economic Re- 
port of the Hungarian General Credit- 
bank (August-September). 

The process of improvement, the re- 
port says, which has been in evidence 


already for almost a year and a half in 


its progress has embraced an_ ever- 
increasing area of industrial production, 
has since the issue of our last Report 
continued more particularly only in cer- 
tain individual fields, and principally in 
the branches manufacturing goods of 
production. The degree of employment 
of most branches of industry has re- 
mained on the higher level attained pre- 
viously; the production, on the whole, 
is but slightly lower than that of the 
year 1927; it should however be noted 
that as a consequence of the develop- 
ment of industrial production the pres- 
ent utilization of the capacity of the 
plants is considerably below that of the 
year 1927. But few branches have to 
record slight set-backs, which were 
partly of a seasonal character and partly 
the results either of the recent renewal 
of the difficulties attending the purchase 
of foreign raw materials or of the limita- 
tion this‘ year of the relatively brisk 
building activity within the last year 
practically to repairs and moderniza- 
tion. In keeping with the situation de- 
scribed above, there was a further de- 
crease of unemployment, though not on 
12 


so large a scale as in the previous months. 

The position of public finances shows 
a noteworthy improvement. According 
to provisional data referring to the fiscal 
year ending on June 30 last, the budget- 
ary deficit—inclusive of the loss on state 
undertakings—amounted to 38.1 million 
pengo as against 87.8 million pengo for 
the fiscal year 1932-33. It should be 
noted the items of expenditure do not 
include the service of foreign loans— 
except that of the League of Nations 
Loan—amounting to 43 million pengo. 
Particularly noteworthy is the improve: 
ment in the balance of the public ad- 
ministration, which shows an excess of 
receipts in the fiscal year 1933-34 
amounting to 41.6 million pengo (as 
against a deficit of 24.1 million pengo in 
the fiscal year 1932-33). This result 
is due partly to the reduction of ex: 
penditure, but principally to the increase 
in the revenue (from 708.9 to 758.6 
million pengo). It should, however, be 
noted that about one-half of the surplus 
revenue originates from extraordinary 
receipts (seigniorage, repayment of state 
railways debts, etc.), so that the in’ 
crease of ordinary receipts—partly due 
to the increase in the scale of taxation 
carried out during the second half of 
the fiscal year 1932-33—is relatively 
but insignificant (3.3 per cent.). 


NEW ZEALAND 


The Dominion budget for 1934-35, 
introduced in Parliament in August, was 
received with considerable gratification 
by the country at large and has done 
much toward increasing confidence. Al’ 
though a large amount will continue to 
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be taken in the form of taxation and 
notwithstanding the fact that reduction 
in the taxation load is small, satisfaction 
is felt because no additional taxes have 
been imposed and in view of the ex- 
pectation of equalizing expenditure with 
revenue. 

Leading features of the budget were 
an estimated increase in revenue of ap- 
proximately £2,000,000, an estimated 
increase in expenditure of approximately 
£600,000, and a proposed surplus of 
£8000; an increase of 5 per cent. in 
the salaries and wages of all public ser- 
vants, as from April 1; a reduction in 
the unemployment tax from 1 shilling 
to 10 pence in the pound, as from Oc- 
tober 1; and exemptions from the 
hitherto general application of the un- 
employment tax for persons under 
twenty years of age and for certain 
elderly and disabled persons. 

The New Zealand Reserve Bank, 
which opened for business on August 1, 
has announced that, barring unforeseen 
happenings, the exchange rate would be 
stabilized for a long time to come at its 
present level (125 New Zealand pounds 
to 100 English pounds). This announce- 
ment has encouraged importers to plan 
further into the future than hitherto, 
with a feeling of greater security in 
making future commitments than in the 
past, when there was no assurance of 
the continuation of the rate at its present 
level. 

MEXICO 


The general improvement in Mexico 
is reflected in the fact that federal reve- 


. 


Inquiries and correspondence invited. 


nues are running considerably ahead of 
estimates. This surplus is being used 
to reduce the floating debt, and also has 
made possible some minor reductions in 
taxes. Salaries of some 38,000 federal 
employes receiving less than 200 pesos 
per month are to be increased by 5 per 
cent. 

The demand for commercial and in- 
dustrial loans has expanded to a point 
where the banks are not able to meet 
all requests. Loans are being repaid 
promptly, and credit conditions through- 
out the country are good. 

Monetary reserves of the Bank of 
Mexico increased 7,277,730 pesos from 
August 18 to September 13, bringing 
the total to 124,900,617 pesos. During 
the same period paper currency in cir- 
culation rose by 4,322,285 pesos to a 
total of 106,683,350 pesos. The gold 
portion of the monetary reserve on Sep- 
tember 13 was 43,222,795, and the gold 
in the banking department at the end of 
August amounted to 56,350,714 pesos. 


FRANCE 


While the new budget contemplates a 
surplus of 36,000,000 francs, fears are 
entertained that this surplus may not 
be realized, especially in view of the fact 
that increased taxes heretofore imposed 
have not produced the expected addi- 
tion to revenues. While many economic 
factors continue unfavorable, the gold 
in the Bank of France continues to in- 
crease. 
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Riaspemge ty PERSONAL 
BERLITZ INSTRUCTION 


You can’t help learning languages the 
Berlitz Way—a Method scientifically 
designed to give you easy, fluent 
speech and authentic native accent in 
French, Spanish, German, - Italian, 
Russian, or whatever language you 
choose. 


Small groups, to meet day or evening, 
now forming. Write, call in person, or 
phone “Secretary of Admissions,” for 
FREE BOOKLET and arrange for your 


FREE TRIAL LESSON 


SCHOOL 0 
BERLIT Z tincvices 
30 West 34th Street, New York PEnn 6-118 


Charles St. 

sae" Newbury St. 

Auditorium, 56 E. Congress St. 
20 David Whitney Bldg. 
Elrae Bldg., 226 S. 15th St. 
1115 Connecticut Ave. 
Prado 62, altos 


“*Language Teachers of the 
World for Fifty-six Years’”’ 


PHILADELPHIA... 
WASHINGTON... 
HAvANA 


JAPAN 


Revenue conditions in the semi-annual 
fiscal period terminating in the second 
quarter of this year show improvement 
for thirteen industries out of eighteen 
under review by The Oriental Econ- 
omist. An analysis of the financial 
statements of 79 companies, represent- 
ing 70 per cent. of the more important 
of the nation’s industrial concerns, dis- 
closes the fact that increases in net 
earnings over the previous half-year 
period were, to cite outstanding cases, 
36 per cent. for chemical, 31 per cent. 
for machinery and equipment, 29 per 
cent. for rayon, 24 per cent. for electric 
power utility, and 23 per cent. each for 
the brewery and cclliery industries. 

The combined net earnings of the 79 
companies this term were yen 217,520,- 
000, comparable with yen 198,650,000 


for the preceding period, or a gain of 
yen 18,870,000, 9.6 per cent. As com- 
pared with the corresponding period a 
year before, figures represented the sharp 
increase of 27 per cent. 


—@— 


WHAT IS A SOUND LOAN? 


By ALEXANDER WALL 


Secretary-treasurer, Robert Morris Associates 


From The California Banker 


SOUND loan for a commercial 
At is a loan which the borrower 


believes, and the bank expects, 


will be paid within a reasonable time— 
a loan which if not fully repaid at the 
maturity of the note is substantially re- 
duced by regular periodic installments. 

A loan is not desirable for a commer’ 
cial bank if used for capital purposes, 
such as the purchase of real estate, securi- 


ties, automobiles or permanent equip- 
ment, with no planned program of re- 
duction. Nor is a loan desirable if it is 
collateraled by a mortgage or stock ex- 
change securities, if the borrower does 
not expect to repay the loan until such 
time as he decides, at his discretion, to 
sell the collateral. 

Loans that are regularly reduced en- 
able a bank to accommodate patrons 
whose needs may be more essential. A 
bank must have a turnover of money in 
the same way that a merchant must have 
a turnover of merchandise, with this 
difference—a bank’s turnover affects the 
credit facilities of the entire community. 

The ability and intention to repay a 
loan by a planned program, and within 
a reasonable time, is the essence of a 
good loan. The giving of collateral does 
not repay a loan. Collateral is merely 
a pledge to guarantee the borrower's 
ability and promise to repay the loan 
within a reasonable time. 
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Current Conditions in Canada 


the Bank of Montreal on October 

18 states: 
“The year’s wheat crop in the prairie 
provinces was again light, with yields 
of other cereals also in low figures. The 


Tes Final Crop Report issued by 


estimate of the Dominion Bureau of 
Statistics places the wheat production of 
the prairie provinces at 265,000,000 
bushels or about the same as last year, 
which compares with an average of 
384,000,000 bushels over the past ten 
years. Coarse grains on the prairies were 
a light crop with an estimate of 196,- 
000,000 bushels for oats and 49,000,000 
to 50,000,000 bushels for: barley slightly 
better than last year. In Quebec 
Province the yield of hay was slightly 
below average with that of cereals and 
roots good while the apple crop was far 
below average. In Ontario the vield of 
fall wheat was poor but that of spring 
grains was somewhat better than aver- 


age. Hay was 50 per cent. of average 
with fodder corn and roots a good crop 
but apples and peaches much below av- 
erage. In the maritime provinces the 
hay crop was considerably below aver- 
age and the yield of cereals restricted 
by dry weather. The apple crop was 
light except for late yields (in Nova 
Scotia) which will be better than aver- 
age. Potatoes were a large crop in New 
Brunswick with fair yields in Nova 
Scotia and Prince Edward Island. In 
British Columbia crops generally were 
of good yield and quality and matured 
several weeks earlier than usual.” 
CANADIAN BANK OF COMMERCE REPORT 

The October letter of the Canadian 
Bank of Commerce states: 

“The autumn expansion in business 
activity is now under wavy, although its 
peak seems a few weeks distant. There 
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is some immediate improvement to note 
in general industrial conditions, but it 
is important to recognize that this 
change is due more to domestic factors 
than to the external influences which 
initiated the strong upturn in Canadian 
business last year. Thus, while there is 
no suggestion of a marked downturn, 
and there is the possibility of the natural 
forces of recovery reasserting themselves, 
it is now quite apparent that the world 
industrial revival was checked during 
the past summer; in fact, as was shown 
in our August Letter, world industry 
made practically no progress in the 
March-May period. In the domestic 
field, however, there are such stimulat- 
ing influences as a slight net improve- 
ment in the position of agriculture and 
a continued good volume of new con- 
struction, the building and engineering 
contracts awarded in September being 
on about the same comparatively high 
level as those of the preceding month 
and maintaining the work actually in 
progress on a scale half again as large 
as in 1933. 

“Export trade in August fell less than 
the usual amount but, contrary to the 
trend of former years, this decline was 
the second this summer. The salient 
factor in August was a marked rise in 
grain exports, chiefly wheat, which 
nearly offset a recession in most other 
major commodities, notably animal, 
forest and metal products. Canadian 
export wheat trade, has, however, been 
somewhat disappointing in that it has 
not equalled the monthly average neces- 
sary to sustain Broomhall’s estimate of 
this country’s shipments for the current 
‘wheat year’: Argentina has therefore 
continued to outsell Canada in the world 
market. 

“The Dominion Government's pre- 
liminary estimate of the yield of field 
crops conforms closely to earlier reliable 
private reports. Thus, the grain crops 
for all Canada are officially estimated as 


slightly larger than in 1933. But these 
better results were due mainly to higher 
yields in certain favored sections of four 
provinces, Quebec, Ontario, Alberta 
and British Columbia; even in several 
areas of the three first-mentioned, and 
particularly of Ontario, subnormal crops, 
following upon the exceptionally short 
hay cut, leave the growers with insufh- 
cient feed, while Southwestern Mani- 
toba and Southern Saskatchewan are 
now clearly shown to have suffered, in- 
conceivable though it might be, worse 
damage than last year. The maritime 
provinces have about average grain 
crops, although drought, centering in 
Nova Scotia, reduced the outturn below 
that of 1933. 


“While the official estimate of the 
total western grain yield exceeds last 
year’s and may, as is usually the case, 
be revised upward, it is reasonably cer- 
tain that the merchantable crop will not 
be larger. The dry weather necessary to 
hasten the grain in northern districts to 
maturity was absent in August, and se- 
vere and frequent frosts, though doing 
comparatively little damage in the cen- 
tral and southern areas and miracu- 
lously passing over the Peace river ter- 
ritory, took a heavy toll from Edmonton 
eastward into Saskatchewan. Notwith- 
standing frequent delays in recent 
weeks, threshing is practically completed 
in Manitoba, about three-quarters fin- 
ished in Saskatchewan and fairly well 
advanced in Alberta, except in the 
northern part. 


“Farmers in Central and Eastern 
Canada have welcomed the frequent 
rains of the past six weeks for the good 
they have done to pastures and the late 
crops, although the slow ripening of the 
latter has caused fears of frost damage.” 


The level of wholesale prices as re- 
corded by our index number rose from 
7.57 on August 15 to 74 on Septem- 
ber 15. 





INTERNATIONAL BANKING NOTES 


OrToMAN BANK. The general committee announce with great regret the death of one of 
their members, Felix Vernes. Edouard Vernes, a partner of Messrs. Vernes @ Cie, has been 
appointed to fill the position thus rendered vacant. 
IMPERIAL BANK OF INDIA: The annual general meeting of the shareholders was held at 
Bombay, August 13. A statement of earnings for the half-year ending June 30 showed that 
the net profit, after making the usual and necessary provisions, amounted to Rs. 43,75,407-11-4 
which, with Rs. 26,85,646-3-3 brought forward from the half-year ended December 31, 1933, 
makes a total of Rs. 70,61,053-14-7. This sum the governors of the bank disposed of 
as follows: 
Rs. As. P. 

In payment of a dividend to the shareholders at the rate of 12 per cent. 

per annum free of income tax 33,75,000 Oo .® 
Transferred to reserve fund 5,00,000 ae 
AMBEELE. 10 DENSON TOAGE so oo. 56.0. 91010. « 010.5 0590 dee eae dae ne 72,700 0.0 
Carried forward to the profit and loss account of the current ‘half-year 31,13,353 aa 





70,61,053 14 7 


During the half-year Sir Kenneth M. MacDonald's period of office as a managing 
governor expired and W. Lamond was appointed in his place. 


THE QUEENSLAND NATIONAL BANK LimitTEp. At the meeting of shareholders, held at 
Brisbane, July 12, the directors submitted the following report: 


The net profit for the year ended June 30 last, after allowing for rebate on 

bills current, interest accrued on deposits and intermediate inscribed 

deposit stock, all assessments of income, land and other taxes payable 

during that period, reducing bank premises and furniture accounts 

£2,500, making provision for bad and doubtful debts and all known 

contingencies and including recoveries, amounts to £67,411 1 10 
To which is to be added amount brought forward from year ended June 

30, 1933 21,684 6 11 





Making total of £89,095 8 9 
Out of which an interim dividend was paid at the rate of 4 per cent. per 
annum for the half-year ended December 31, 1933, amounting to £35,000 0 0 


Dpare: Er GiMENNIONY 5) 5 <«:'5!s Sains 5.05:4-+ ta-nialbn. so oR Owls oe TE £54,095 8 9 
Which it is proposed to deal with as follows: 
Dividend at the rate of 4 per cent. per annum for the half-year ended 
WOE RUE SG ros o.rs Vince cle nx erties neces Plein eae wees aan Ge £35,000 0 
(Free of Queensland income tax and without deduction in respect of 
federal income tax payable by the bank.) 
Balance to be carried forward £19,095 8 9 


£54,095 8 9 


CoMMERCIAL BANK OF AUSTRALIA LimiTED. At the sixty-eighth ordinary general meeting 
of shareholders, held at Melbourne, August 9, the following information was submitted: 

The balance sheet total is greater by £2,508,865 than last year. Capital paid-up 
(£4,117,350), reserve fund (£2,000,000), and reserve for exchange adjustment (£250,000) 
are unaltered. 

Notes in circulation (£178,986) in connection with our New Zealand business are 
lower by £9,514 than last year. This item will gradually disappear, as from the first of 
August the Reserve Bank of New Zealand commenced to function and took over the note 
issue for the Dominion. 

Bills payable and other liabilities (£1,170,409) show an increase of £159,294, due to 
trade fluctuations. 

Government deposits have increased by £169,309. The ordinary deposits not bearing 
interest have increased by £1,397,033, and deposits bearing interest have also increased 
£635,430, such increase being spread over all the Australian states and New Zealand. These 
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FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, New York City 


movements reflect the difficulty that customers of banks, in common with all financial in- 
stitutions, are experiencing in profitably employing funds at the present time, and indicate 
that money is available for industrial and other undertakings when trading conditions render 
investment therein profitable. 

Cash and other liquid assets show an upward movement of £889,804, and now total 
£9,560,185, which represents 36.9 per cent. of the bank's total liabilities to the public. The 
increase in deposits previously referred to renders it desirable to maintain a large proportion 
of liquid assets. 

The bank's holding of government securities and treasury bills has increased by 
£340,808, making a total of £4,123,263. 

Advances and bills discounted at £21,725,548 show an increase of £1,424,786. The 
increase is distributed in all of the states of the Commonwealth and in New Zealand under 
a liberal policy, with due regard to safety. Notwithstanding the large amount of cheap 
credit available, there has been very limited demand for money for expansion of trade and 
industry, due possibly to the lack of confidence in the future, created largely by the fear 
of political interference in monetary affairs by inexperienced reformers; and despite the 
assertion that low rates of interest would stimulate investment in industrial and other under- 
takings, the fact remains that up to the present results have not proved interest rates to be 
the principal factor. 

Bank premises account has increased by £13,885, due to the purchase, erection and 
improvement of premises throughout Australia and New Zealand. 

Profit and loss account. This year’s profit at £209,154 13s. 8d., compared with 
£213,633 19s. 3d. for the previous year, shows a reduction of £4,479 5s. 7d. This result 
is to be expected in times such as the present, and is due to lower average interest rates 
ruling for advances during the period under review, and to the decreased margin of earnings, 
both from interest and exchange. The net profit is equal to a return of 5.07 per cent. on 
the bank’s capital, and 3.24 per cent. on the total of shareholders’ funds. 
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The Importance of the Morris Plan 
in the New Deal 


ing business, is good when the 

volume and turnover in relation 
to basic capital is satisfactory. That 
this applies to the Morris Plan type of 
banking as well as any other was pointed 
out by Albert L. Deane, deputy admin- 
istrator of the Federal Housing Admin- 
istration in his talk before Morris Plan 
bankers attending their fifteenth annual 
convention at Westchester Country 
Club, Rye, N. Y. In talking to the 
Morris Plan group, Mr. Deane was ad- 
dressing bankers particularly well quali- 
fied to understand the purpose and in- 
tent behind the FHA because of their 
knowledge of the small loan business and 
because their facilities are made avail- 
able to such a very high percentage of 
the total population of the country. 


B ix: b= particularly the bank- 


OBJECT OF THE FEDERAL HOUSING 
ADMINISTRATION 


Mr. Deane explained that the object 
of the FHA was to increase the velocity 
of money by devising a plan under which 
every financial institution with money 
to lend could go ahead and lend it. Thus 
the expansion of facilities would aid in 
increased velocity. The problem was 
to create a procedure that could be 
utilized on a uniform basis by different 
types of institutions. More than 6000 
banks have been approved and are now 
prepared to make loans, providing fa- 
cilities available to more than 115 million 
people. He urged the Morris Plan as- 
sembly to continue their efforts towards 
co-operation because their intimate 
knowledge of retail financing placed 
them in an admirable technical position 
to help greatly by wielding their in- 
fluence in their individual communities. 

Arthur J. Morris, founder of the 
Morris plan, cited the advancements of 
the past year in his address of welcome. 


Since the previous meeting, held in 
Louisville, Ky., the Morris Plan has 
made great strides in becoming publicly 
recognized as a banking agency of great 
economic value. Morris Plan banks have 
been successful in becoming eligible for 
membership in the Federal Reserve Sys- 
tem, for coverage under the Federal De- 
posit Insurance Corporation, and in be- 


RoBerT O. BONNELL 


Re-elected president of the 
Plan Bankers Association 


Morris 


ing recognized by the state legislatures 
of New York and elsewhere for the right 
to use the term “bank” and to be re- 
garded as a part of the banking system 
of the state by legislative nomenclature 


and otherwise. All of this was accom- 
plished without high powered or highly 
paid lobbyists. 
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FAITH IN NEW DEAL POLICIES 


Expressing his faith in President Roose- 
velt and his policies, Mr. Morris praised 
the assemblage for the co-operation and 
the co-ordination of their facilities in 
support of the New Deal and the pres- 
ent administration. He pointed out that 
the Morris Plan was, after all, merely a 
democratization of credit offering, for 
the first time in the history of this coun’ 
try, dignified and economical facilities 
to the masses of honest American wage 
earners by which they could go with 
their heads up to a dignified banking in- 
stitution and obtain credit at reasonable 
rates on terms consistent with their earn- 
ing powers and with their character as 
a basis for credit. 


MANY ENCOURAGING TRENDS 


Robert O. Bonnell, president of the 
Morris Plan Bankers Association, defined 
the purpose of the convention as being 
the consideration of principles, policies, 
and national trends affecting Morris 
Plan banks as a whole—and from such 
consideration, the planning of a course 
of action which would intelligently pro- 
mote the welfare of this type of banking, 
broaden its service to the public, safe- 
guard the interests of the depositors, and 
insure a reasonable return to the stock- 
holders. For a worthy banking service, 
he insisted, can only be maintained on a 
basis fair to depositors, borrowers and 
stockholders. 

These factors considered, Mr. Bonnell 
pointed out that there were many en- 
couraging trends developed during the 
past six months as compared to the same 
period last year. For example, the vol- 
ume of business done by Morris Plan 
banks increased 17 per cent.—the size of 
the average loan increased 4.5 per cent.— 
the delinquency of loans showed an im- 
provement of 29.9 per cent. Further- 
more, in spite of widespread and sub- 
stantial reductions in interest rates paid 
on deposits, savings accounts increased. 
And earnings, running ahead of 1933, 
are continuing to improve. 


MORRIS PLAN ROLE IN GOVERNMENTAL 
AGENCIES 


Speaking of the Federal Deposit In- 
surance Corporation, Mr. Bonnell re- 
marked upon the fact that every Morris 
Plan bank legally eligible for insurance 
coverage, and which desired that cover- 
age, was accepted for membership. 

Taking up the rdle that the Morris 
Plan played in other governmental 
agencies, Mr. Bonnell explained that by 
enthusiastically co-operating with the 
Federal Housing Administration pro- 
gram, Morris Plan banks, due to the 
recognition given them by the Housing 
Administration in Washington, can 
make it unnecessary for commercial and 
savings banks to install personal loan de- 
partments in order to make the facilities 
offered by the housing program avail- 
able to the people of the Morris Plan 
communities. For the seasoned commer- 
cial banker, carefully schooled in the 
wholesaling of bank credit, is no more 
equipped to enter the specialized field of 
retail bank credit than the Morris Plan 
banks are of entering the field of com- 
mercial banking. 

Mr. Bonnell stressed the importance 
of clearly defining the type of Morris 
Plan business and its scope through na- 
tional advertising and other agencies so 
that the services offered would be clear 
cut and remain based upon the purposes 
and ideals which brought them into ex- 
istence and then into prominent leader- 
ship in their own particular field. 


OPERATION OF DEPOSIT INSURANCE 


Paying tribute to the whole-hearted 
efforts of Morris Plan bankers to co- 
operate with the Federal Deposit Insur- 
ance Corporation, Judge L. E. Birdzell, 
general counsel of the FDIC, went on to 
outline some of the purposes and accom- 
plishments of the corporation. The fears 
evinced by many bankers in insured de- 
posits have, to a great extent, subsided 
as they have found that such insurance 
in practical operation has been a most 
helpful means of facilitating the orderly 
conduct of the banking business through 
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the inspiration of confidence on the part 
of bank depositors. For the assumption 
that the average bank depositor can dis- 
criminate between strong and weak in- 
stitutions is a fiction. Furthermore, in- 
stead of placing a premium on poor 
banking, deposit insurance strengthens 
the obligation to more effectively regu- 
late banking to the end that bad prac- 
tices may be eliminated. The success of 
the plan is proven by the fact that here- 
tofore, in what might be termed a nor- 
mal period, bank failures would have 
been numbered in hundreds. Now, how- 
ever, even where banks have closed, de- 
positors have not become panic stricken 
and business has not been disturbed. In 
fact, it became necessary, in some cases, 
to advertise for depositors to come to 
closed banks and get their deposits. 

Assuring his Morris Plan listeners that 
the FDIC would give them every sym- 
pathetic co-operation, Judge Birdzell 
pointed out that Morris Plan institutions 
serve a very useful purpose. For the 
Morris Plan combines the virtues of 
character with the virtue of thrift. It 
recognizes the stress confronting people 
of integrity and good intentions, though 
of smali means. Morris Plan banks, in 
their transactions with these people keep 
thrift in the forefront while the necessity 
of borrowing continues with the result 
that they have built a clientele with an 
abiding sense of obligation. 


TECHNICAL DISCUSSIONS 


George M. Clark of Chattanooga, 
Tenn., presented a detailed study of 
credit unions, including in his discussion 
the legislative aspects of both the open 
membership and limited membership 
types. He outlined fully ten reasons for 
the failure of such unions to grow even 
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under the most favorable encouragment 
from their sponsors. Other sessions were 
devoted to group talks on the technicali- 
ties of the Morris Plan and its operation. 


ELECTIONS 


Robert O. Bonnell was re-elected 
president of the Morris Plan Bankers 
Association for the coming year. Other 
ofcers elected include First vice-presi- 
dent, Thomas C. Boushall, Richmond, 
Va.; second vice-president, Chas. H. 
Bryant, Des Moines, Iowa; secretary- 
treasurer, Joseph E. Birnie, Baltimore, 
Md.; boards of governors, A. C. Arm- 
strong, Duluth, Minn.; J. Rodney Ball, 
Lawrence, Mass.; Thomas C. Boushall, 
Richmond, Va.; H. Ellsworth Brown, 
Bridgeport, Conn.; Chas. H. Bryant, 
Des Moines, Iowa; Morgan J. Burk, 
Hartford, Conn.; Bertram Chesterman, 
Washington, D. C.; George M. Clark, 
Chattanooga, Tenn.; F. A. Collman, San 
Francisco, Cal.; G. D. Curtis, Tampa, 
Fla.; B. H. Gessel, Tulsa, Okla.; How- 
ard E. Gladding, Providence, R. L; 
Herbert F. Koch, Cincinnati, Ohio; Wal- 
lace D. McLean, New York, N. Y.; 
Arthur J. Morris, New York, N. Y.; 
Ralph W. Pitman, Philadelphia, Pa.; 
Frank L. Rawson, Portland, Me.; M. S. 
Richardson, Akron, Ohio; Frank M. 
Ross, Wilmington, N. C.; Harry E. 
Small, Cleveland, Ohio; George C. Toel, 
St. Joseph, Mo.; Luther H. Tucker, Al- 
bany, N. Y.; F. Earl Wallace, Boston, 
Mass.; George Winship, Atlanta, Ga.; 
Philip Woollcott, Asheville, N. C.; Wil- 
bur F. Wright, Dallas, Tex. 

Executive committee, A. C. Arm- 
strong, H. Ellsworth Brown, Herbert F. 
Koch, Wallace D. McLean, Ralph W. 
Pitman, Harry E. Small, Philip Wooll- 
cott. 





WHAT THEY SAY 


SIGNIFICANT EXTRACTS FROM CURRENT COMMENT 


RETURN TO THE GOLD 
STANDARD 


If tomorrow it should be announced 
that this nation intends to go back to 
the gold standard at the valuation every 
preceding Administration has held sacred, 
recovery from depression would be as- 
sured._Experimenting with Our Money, 


by Neil Carothers. 


FEWER WORK HOURS—LOWER 
STANDARD OF LIVING 


In 1929, the working week averaged 
close to fifty-one hours, but America 
did not even then produce the quantity 
of goods and services required for a 
satisfactory standard of living. It is 
obvious that any material reduction in 
the working week must result in less 
goods and services and a lower standard 


of living—The Brookings Institution. 


EXPERIMENTING WITH MONEY 


Years ago a young monarch, driven 
by a blind egotism, dismissed as his ad- 
viser the most forceful and sagacious 
personality in his empire. And Lon- 
don’s Punch published a cartoon, en- 
titled “Dropping the Pilot,” that fired 
the imagination as no other drawing in 
history. A generation later this monarch 
plunged the world into the ghastly 
shambles of the great war. Today our 
country sails out into uncharted seas 
after dropping not one but three pilots, 
impersonal but more important than any 
Bismarck. These three are the accumu- 
lated wisdom of the ages, the advice of 
qualified counselors, and the virtue of 
keeping one’s promises.—Neil Caroth- 
ers, “Experimenting with Our Money,” 
published by Farrar & Rinehart. 


WHAT IS EXPECTED OF 
BANKERS 


If those now planning to make a 
career of banking have not a high sense 
of conscientious responsibility — not 
alone to their depositors and_ stock- 
holders, but to the community and the 
nation, if they are unwilling to content 
themselves with a reasonable income in 
recompense for long and diligent labors 
for the public good, if they will not 
aid in making of banking a profession 
dedicated to the welfare of the entire 
national economy, then they should seek 
elsewhere for their proper vocation.— 
Norman E. Towson, Assistant Treas- 
urer, Washington Loan and Trust Com- 
pany, Washington, D. C. 


MENACE OF FINANCIAL 
IGNORANCE 


A financially ignorant people are a 
menace to themselves and carriers of the 
diseases of economic depression. A child 
who grows up without an understand- 
ing of money is bound to make trouble 
for himself and others.—The Thrift 
Almanack,. 


BANKING FOR PROFIT 


We think that enough insistence is 
not publicly placed in this country on 
the idea that to continue to be of service 
to the community any undertaking must 
needs pay its way. Sir Josiah Stamp, 
speaking before the British Association 
at Aberdeen lately, was courageous 
enough to point out that much of the 
popular current talk of working “for 
service, not for profit” was the complete 
bunkidoodle—although he put it rather 
more politely than that.—Branch Bank- 
ing (London). 





ADVERTISING AND PUBLICITY 


A MONTHLY REVIEW OF CURRENT ADVERTISING AND NEW 
BUSINESS EFFORT BY AMERICAN BANKS 


@ As one of his first official acts, I. I. 
Sperling, president of the Financial Ad- 
vertisers Association, addressed a com- 
munication to all FAA members while 
the vigorous and topical speeches of the 
Buffalo convention were still stirring 
fresh thoughts in their minds. In it, he 
outlined the task of the association for 
the coming year as being threefold: 
(1) To provide new and better ways of 
helping members do an adequate public 
relations, advertising, and new business 
job for their respective institutions; (2) 
to assist members in convincing their 
own institutions of the necessity for 
such a program; (3) to increase the 
membership of the association so that 
its activities in behalf of financial mer- 
chandising and American banking may 
continue on a high plane. He invited 
suggestions from members so _ that, 
through individual and collective action, 
the best means of solving financial ad- 
vertising problems might be found. 
* * * x 

@ That financial advertising is steadily 
forging ahead, not only in improved ad- 
vertising technique but also in progres- 
sively merchandising financial services, is 
apparent to even the casual observer of 
financial copy. 

The Bank of New York and Trust 
Company, New York City, continues to 
insistently drive into minds of business 
executives the fact that its Custodian 
Service not only relieves investors of all 
routine duties in connection with their 
securities, but actually pays for itself by 
obviating costly mistakes and delays. 

Two current ads of this series “ex- 
plaining why a bank which has never 
marketed securities has more than 10 
per cent. of its. personnel engaged in in- 
vestment analysis” indicate the nature 
of the campaign. Advertisements of the 
series run 13 by 73/4 inches and are alike 
in layout. Set off by an attractive bor- 
der and allowing ample, clarifying white 
space throughout, the body of one ad 


is headed “Loss—$3,000,000." Ampli- 
fied, the loss was suffered by holders of 
$230,000,000 of called Fourth Liberty 
41/, per cent. bonds who failed to ex- 
change or sell their bonds before Oc- 
tober 12, because the holders were either 
unaware of the call or did not realize 
that the bonds could be sold at a price 
about $15 per bond in excess of redemp- 
tion value, or converted into a new issue 
at a similar profit. It was pointed out 
that clients of the Bank’s Custodian 
Service were thoroughly protected in 
the matter. The example is then further 
interwoven into the excellence of the 
service offered so simply and clearly that 
the message could not fail its mark. The 
timing was most effective for the ad 
appeared on October 15 after a period 
sufficient for those who did not pro- 
tect themselves against the loss, to wake 
up to it. 

Another of the series is headed “Ver- 
dict without Evidence.” In effect, the 
copy says that every day people pass 
judgment somewhat intuitively on in- 
vestments before complete “evidence” on 
those investments is available—some- 
thing that no judge could get away with 
in court. The soundness of investment 
judgment depends on factual informa- 
tion, including knowledge not only on 
a particular security, but of comparative 
values as determined by continuous re- 
search. With one statistical service alone 
reporting facts on 30,000 corporations, 
and with one New York City news- 
paper publishing more than 15,000,000 
words of financial news last year, this 
job is a large one—and one that can 
only be rendered by an organization 
maintaining an extensive Investment 
Research department. Without aid of 
illustration, straight-forward writing is 
apparently doing a whale of a good 
merchandising job. 

* * * #* 
@ On the other hand, much illustration 
and a little well-pointed copy can do an 
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equally good job. The Commercial Na- 
tional Bank and Trust Company of New 
York in a 143/, inch by 6 inch ad de- 
picts a native on a rubber plantation in 
the act of draining raw rubber from 
tree to bucket. Of the space, 21/4, inches 
is used for copy which reads “RUBBER 
MAKES ITS WAY. . . . From far off 
lands comes crude rubber . . . here to 
be processed for use in a thousand 
products. To the rubber industry .. . 
so essential to the world of today. .. . 
The Commercial National lends money 
for current credit needs.” At the bot- 
tom of the ad, another 21/, inches is used 
for the signature. In other words, 103/, 
inches are taken up by the illustration 
and only 214 inches by actual copy. Yet 
that copy, even in so thorough a setting, 
is sharp and puts in a definite bid for 
one particular type of business—and 


indirectly, for other types as well. 
7s ¢ 8 


@ ‘Mortgage Money Available” is the 
somewhat unusual head of an ad signed 
by The Dime Savings Bank of Brooklyn. 


This bank is taking mortgages on prop- 
erty in parts of Brooklyn, Queens and 
Nassau Counties, and believes in letting 
the public in general know about it. For 
“Wise Real Estate Owners understand 
the advantages of a conservative Savings 
Bank Mortgage that can be gradually 
reduced.” And there are certainly 
enough real estate owners in the metro- 
politan area interested in no renewal 
fees, 514, per cent. interest and moderate 
quarterly amortization to be effectively 
reached by the newspaper. And what 
goes for New York would probably go 
in other centers of the country. 
ae a 


@ The Trust Editor of the New York 
American who runs a column on Mon- 
days and Thursdays entitled “With the 
Estate Builders” indulges, in a recent 
column, in an observation derived from 
personal experience which should be of 
greater interest to bankers than it is to 
the general public. He says: 

“In fact, sudden acquisition of new 
trust business in some institutions is an 
event. The main cause for great white 
spaces on the new business books of 
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some trust institutions is no secret. They 
have fired their new business and pro- 
motion men and stopped expenditures 
for advertising to ‘effect economies.’ 

“The trust companies and _ banks 
which have kept competent new busi- 
ness men to tell customers about the ad- 
vantages of trust service when queries 
come are cashing in on this foresight 
today.” 

* * x * 
@ Turning slightly from the New York 
scene and going across the Hudson River 
to Jersey City, we find The Trust Com- 
pany of New Jersey doing something in 
the way of advertising that, a few years 
ago, any bank would have been horri- 
fied in doing. And any agency recom- 
mending such a procedure would have 
been considered slightly screwy—which 
is putting it rather mildly at that. What 
changes a few years do make! The ad 
shows a line of people walking across 
the face of it, from top to bottom, and 
even now such an illustration may make 
bankers feel a bit squeamish as they 
hark back to the bad old days when 
runs meant more than a ruined pair of 
stockings. But this steady band of 
people is walking in a sprightly, gay 
fashion as if it were really getting some- 
place. Cut across the lower third of 
the ad is the copy which, tying in with 
the illustration and with the idea of 
“getting someplace” states “Over 100, 
000 persons . . . are satisfied customers 
of The Trust Company of New Jersey.” 
As the robin heralds the spring, this 
type of advertisement heralds an easier 
day for bankers—and, perhaps, easier 
days are the forerunners of better days. 
x * * * 


@ Moving a few miles further in a 
westerly direction, the Fidelity Union 
Trust Company, Newark, N. J., pic: 
tures in a 14 by 8 inch ad a drawn 
illustration of a warehouse looking very 
busy with trucks backed up to it or 
pulling away from it, and a freight 
train in motion as a background. Headed 
“Modern Distribution through Regional 
Warehousing” the copy suggests that re- 
gional warehousing, important in mod- 
ern business and located at strategic 
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points throughout the country, increases 
the manufacturers’ power to distribute 
goods promptly and economically. As 
a Commercial Bank the company is in- 
terested in increasing its capacity for 
serving customers and adding to their 
earning power. An invitation to dis- 
cuss credit and merchandising problems 
follows. Here is another pointed effort 
to attract good borrowers from diver- 


sified fields. 
x ok * * 

G Out in Cleveland, Ohio, The Cleve- 
land Trust Company has embarked on 
a new copy angle which weds the 
growth of the bank with the growth of 
individual enterprises. In two recent 
advertisements, clippings of old news- 
paper ads are used—one, that of a furni- 
ture company and the other of a dress 
shop. The odd type, illustrations and 
general get-up so popular long ago now 
snatch the attention of the news-seeking 
newspaper reader. The explanation set 
forth in the Cleveland Trust copy, 
superimposed over the lower part of the 
old reproduction, is the same in each 
case. It states: 

“This is the advertisement of a Cleve- 
land concern in 1895 when The Cleve- 
land Trust Company was founded. 

“Today that firm is one of the city’s 
leading stores. 

“Today, The Cleveland Trust Com- 
pany is-a nationallyknown bank and 
trust company. 536,000 deposit ac- 
counts testify to its “Thirty-Nine Years 
of Usefulness’.” 

x * * ® 


@From The Central Trust Company, 
Cincinnati, Ohio, comes a statement of 
condition which, unlike most bank state- 
ments, is understandable to the public 
instead of just to certified public ac- 
countants. For example, the usual 
“Cash and Due from Banks” becomes, 
“The cash we have on hand and the 
amount due us from the Federal Re- 
serve Bank equal... $ ” Un 
der that, “We have on deposit with 
banks in New York, Chicago, Boston 
and other cities... $ - te 
bald “Loans and Discounts” becomes 
“We have loaned to our customers for 
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use in their business and for other legiti- 
mate needs... $ . The baf- 
fling “Income Accrued but Not Col- 
lected” is explained by “Customers are 
to pay us interest and other earnings 
which, accrued to date, amount to... 
$——_——.” Throughout the entire state- 
ment friendly little sentences simplify 
terse, standard terms even though 
(paradoxical, isn’t it?) more words are 
used in the simplification. Even “Re- 
sources” is explained as being “This is 
what we own,” and “Liabilities” as 
“This is what we are liable for.’ Sounds 
silly, doesn't it? But perhaps not quite 
so silly as paying good money to publish 
a statement that makes most people feel 
hopeless as they try to figure which is 
the head and which the tail. 
* * * * 

@ Without going into too much detail, 
three large banking institutions in North 
Carolina, having branches in thirty 
towns, were closed up last year. One 
new bank with its main office in Greens- 
boro and branches in four other cities 
supplanted them. In more than the 
usual sense the new bank was, from the 
start, a public institution and the man- 
agement kept the public advised of its 
progress with the result that it has 
weaned a deserved confidence in its pub- 
lic. The Security National Bank cer- 
tainly tells them! And the banker who 
thinks that bank advertising should 
create as much awe and about as much 
friendship as an Egyptian mummy 
might read the following advertisement 
of this bank—typical of the series—and 
then take himself off to some quiet place 
and think a while. Here is the adver- 
tisement in full: 


TO THE PUBLIC: 
Laughing Loans 


In figuring up what the Security National 
Bank had accomplished in its first twelve 
months, we were impressed with the truth 
of an old English proverb “A loan should 


come laughing home.” We had loaned an 
average of $885,000 each month for twelve 
months, a total of $10,600,000 in all. New 
loans—not renewals. But, $8,100,000 of 
them had “come laughing home,” and we 
had only $2,500,000 of them to show for 
our labor. It was no simple task to lend 
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this amount of money, and it kept us pretty 
busy, but we like to lend to customers who 
pay promptly. 

There are three ways we can keep your 
money working. Lend it directly to our 
borrowers; lend to other banks which then 
iend it to their customers; and buy invest- 
ments. We have employed all three methods 
and still have over three million dollars in 
cash on hand—much more than we need, 
yet we have never turned down a loan which 
meets our requirements. 

While your deposits were building up so 
rapidly in the Security National Bank, we 
placed some of your money with other 
banks in North Carolina for them to lend 
to their customers. This helped business in 
various parts of the State, and as soon as 
their customers sell their tobacco and cotton, 
that money will “come laughing home.” 

We have confined our investments to 
readily marketable, high grade bonds and 
notes, mostly United States Government 
bonds, and now own none due later than 
1939 as we want that money to “come 
laughing home” too. 

We seek good loans and are anxious to 
lend the excess amount of idle funds to 
happy borrowers who do not borrow beyond 
their ability to repay in a reasonable length 
of time. Under the Government's C. C. C. 
plan, we will be glad to lend growers twelve 
cents a pound on their 1934 cotton. 

Next week, we will write about 
tomer Relations.” 

Yours very truly, 
N. S. Calhoun, 
President. 


“Cus- 


* * * * 


@ The 


“Man-On-The-Street”” — that 
cheerful little liasion officer between The 
Citizens and Southern National Bank, 
Atlanta, Ga., and its public has at- 


tained 100 cubits in height. We wish 
to commemorate his steady, consistent, 
and always intelligent growth. Speak- 
ing right out in the newspapers for the 
hundredth time he amplifies his first 
words “The Spirit of One Hundred Mes- 
sages” with a little quotation which acts 
as his theme “Where there is lack of 
knowledge there is bound to be suspi- 
cion. Acquaintance is the beginning of 
friendship.” He speaks about the de- 
sire of his bank for frankness which was 
the cause of his coming into being—of 
the fact that the bank’s personnel re- 
gards its operation as a sacred trust for 
the 120,000 people whose money is in 
it—of the fact that the public has a 


— 


right and privilege to know and under 
stand their bank’s functions and opera- 
tions—and expresses the hope that his 
messages have given the people in 
Georgia a more thorough acquaintance 
with the bank’s principles and practices 
engendering a closer friendship between 
them. The objective of winning and 
keeping public confidence involves a 
never-ending pattern of approaches and 
so we hope that the “Man-On-The 
Street” will continue to add to his stat- 
ure, in one way or another, for as long 
as there is a public to listen and a bank 
to tell about. 


* * * * 


Merrill Anderson, president of the Merrill 
Anderson Company, New York advertising 
agency, speaking before the Morris Plan 
Bankers Association attending its fifteenth 
annual convention at the Westchester Coun- 
try Club, Rye, N. Y., discussed the associa- 
tion’s advertising program and the results the 
association hoped to accomplish by means 
of it. He was assisted by Alfred W. Diller 
of the same company, who, acting the part 
of a Morris Plan banker, asked questions 
which have arisen most frequently in con 
nection with the adoption of the campaign. 

A brief resume of costs, media, copy ap- 
peals and eventual objective, was included 
in the talk and in the questions which fol- 
lowed. 

The campaign is based on observations 
that many commercial banks are turning 
down, or referring to their own competitors 
in the commercial banking field, loan appli- 
cations which could be handled more easily 
and satisfactorily by Morris Plan institutions. 
It aims, furthermore, to clear up the con- 
fusion which exists in the minds of -many 
bankers, and business and political leaders, 
regarding Morris Plan activities. 

“We propose to give the facts a chance,” 
said Mr. Anderson. ‘““We have found in the 
past that wherever the Morris Plan is under’ 
stood, it is appreciated as a fair and neces’ 
sary banking institution which supplements 
the work of commercial and savings banks 
and trust companies; where, due to its pre’ 
eminence in the field, it is confused with in- 
stitutions of other types, the same good will 
does not exist. 

“In spite of the fact that bankers generally 
are held in less esteem than they were a few 
years ago, the fact still remains that in al- 
most every community, you will find one or 
more bankers whose names stand for in- 
fluence, integrity and authority. By reach: 
ing these leaders at very moderate cost, we 
feel that we are taking the first step in bring’ 
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ing The Morris Plan message, on a nation- 
wide scale, to the general public.” 
‘+ GS 

Appointment of Donaldson B. Thorburn, 
assistant vice-president, as head of the Ad- 
vertising and Publicity Department of Bank 
of America and L. E. Townsend as advertis- 
ing manager, was announced today by L. M. 
Giannini, senior vice-president. 

The announcements followed the resigna- 
tion of Peter Michelson, manager of advertis- 
ing and publicity since 1929, who has left 
the bank to handle a national advertising ac- 
count. Under the direction of Michelson, 
the bank has gained national recognition in 
the field of financial advertising, inaugurat- 
ing its “Back to Good Times” campaign of 
1932 and the statewide scholarship contest 
“Leaders of Tomorrow” earlier this year. 

Thorburn joined the Bank of America or- 
ganization in April, 1933. His first connec- 
tion with the advertising business was in 
1924. From 1927 to 1933 he was a San 
Francisco newspaper man, first as a member 
of the staff of the San Francisco Call and 
for five years as city editor of the Pacific 
Coast edition of The Wall Street Journal. 

Townsend has been in the banking busi- 
ness in San Francisco for the past 27 
years. He joined the Bank of America or- 
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ganization in 1923 and was an assistant vice- 
president at the Market-New Montgomery 
branch until 1931 when he was transferred 
to head office. He has been active in Pacific 
Coast and national advertising for many 
years, being one of the organizers of the 
Financial Advertisers Association of America. 

For many years Townsend was treasurer 
of the San Francisco Advertising Club and 
district vice-president of the Pacific Coast 
Advertising Association. He is a former 
governor and treasurer of the San Francisco 


Group, California Bankers Association. 
* * * * 


Craig R. Smith has been placed in charge 
of trust solicitation for Central Hanover 
Bank and Trust Company, continuing the 
activities which have been conducted by the 
bank for some years. 

Mr. Smith will also supervise advertising. 
He was born in Peekskill, New York: gradu- 
ated from Princeton, class of 1918: was with 
the Packard Motor Car Company in Detroit 
from 1919 to 1924; then became associated 
with NilesBement-Pond Company. In 1926 
he joined the staff of the Detroit Trust 
Company, coming to Central Hanover in 
New York in 1928. He served in the new 
business department and received the title 
of assistant secretary in 1929. 
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BANK ADVERTISING PRODUCTION 


By an Advertising Production Man 


This book is a complete treatise on the mechanical details with which the 
bank advertising department is concerned. 





It covers such matters as the 


preparation of copy; the buying of printing; the selection of art work; de- 
ciding upon cuts and engravings; various methods of graphic reproduction; 
Every banker who has anything to do with the ad- 
vertising of his bank should read and refer to this very useful book. 


Price $1.50 


BANKERS PUBLISHING COMPANY 
465 MAIN STREET, CAMBRIDGE, MASS. 








BOOKS FOR BANKERS 


NEW BOOKS AND PAMPHLETS OF INTEREST TO BANKERS 


THE CHALLENGE TO LIBERTY. By Her- 
bert Hoover. New York: Scribners. 
$1.75. 


In this book the former President voices 
his fears about present-day tendencies 
in American political and economic life. 
In current tendencies towards Bureau- 
cracy and National Regimentation, “the 
daily dictation by Government in every 
town and village, every day in the week, 
of how men are to conduct their daily 
lives,” Mr. Hoover sees “the most stu- 
pendous invasion of the whole spirit of 
Liberty that the nation has witnessed 
since the days of Colonial America.” 


THE SECRET Wak. By F. C. Hanighen. 
New York: John Day. $2.75. 


TuHIs book is concerned with the “sen- 
sational story of the fight for oil.” If 
it is true as Louis Fischer writes that 
“the history of the next generation or 
two will be read in the light of the 
struggle for oil” then this book takes on 
added significance. The author was co- 
author of “Merchants of Death” and in 
this book uses the same methods in de’ 
scribing the operations of the “oil mag- 
nates” as he did on the “merchants of 
death” in his previous book. 


ECONOMIC PRINCIPLES AND PROBLEMS. 
By Sixteen Authors. Edited by Wal- 
ter E. Spahr. New York: Farrar & 
Rinehart. 2 volumes. $2.50 a vol- 
ume. $5 a set. 


THIs is a greatly rewritten new edition 
of this valuable college text book made 


necessary by the tremendous changes 
which have taken place during the past 
two years in the field of economics. Au 
appendix contains a digest of all the 
major acts of the Roosevelt Administra- 
tion, to the adjournment of Congress in 
June, 1934. 


THE RISE AND FALL OF THE GOLD 
STANDARD. By Sir Charles Morgan- 
Webb. New York: Macmillan. $1.50. 


Tuis book gives in simple, non-technical 
language the history and theory of the 
currency systems comprised under the 
term “The Gold Standard,” and the 
nature of their success and failure. The 
present trend of currency development 
is examined so far as it has been re- 
vealed by the failure of the World Eco- 
nomic Conference, by President Roose- 
velt’s experiments, and by the Currency 
Manifesto of the British Empire dele- 
gates to the World Economic Confer- 
ence. 


FEDERAL SECURITIES ACT PROCEDURE. 
By J. K. Lasser and J. A. Gerardi. 
New York: McGraw-Hill. $4. 


TuHis book contains a full, authorita- 
tive interpretation of the Federal law, 
as amended, in all its phases—a key to 
the conditions, requirements, and _lia- 
bilities of issuing and registering secu- 
rities—a handy outline of the mechanics 
of preparing the audits, forms and state- 
ments required by the Act. It was pre: 
pared especially for use of financial and 
legal executives and accountants. 





IN THE MONTH’S NEWS 


BRIEF ITEMS FROM THE NEWS ABOUT BANKS AND BANKERS 


GOn the occasion of the thirtieth an- 
niversary of the founding of the Bank 
of America (California) A. P. Gian- 
nini addressed the 6000 employes of the 
bank in 257 California cities in a coast- 
wide radio hook-up from New York 
City where he was visiting on a busi- 
ness trip. In his address he announced 
a pension plan for the bank’s employes 
giving them “a liberal income and days 
of leisure after retirement age.” Fur- 
ther banking progress is needed in the 
United States, he said, and before this 
country can have an ideal system of 
banking it will need to convert its forty- 
nine different systems into a_ unified 
banking system under Federal control 
and examination. Successive steps should 
result in nation-wide branch banking, he 
said, giving this country a banking sys- 
tem on a par with the best in the world. 


J. Edwards Baker and Robert Sealy, 
Jr., have announced the formation of 
J. E. Baker & Co., as a partnership en- 
gaging in a general securities business, 
including a service of consultation on 
corporate problems of finance. The new 
firm will have offices at 115 Broadway, 
New York. Mr. Baker was formerly a 
partner of Blodget & Co., and subse- 
quently a vice-president and director of 
Stone & Webster and Blodget, Inc. 


@William C. Potter, president of the 
Guaranty Trust Company of New York, 
recently made the following announce- 
ment: 


“Under the Banking Act of 1933, 
members of the Federal Reserve System 
have the right to deal only in municipal, 
state and Government bonds, and in 
bonds guaranteed by the Government. 
When, under this law, we were obliged 
to discontinue the business of the Guar- 
anty Company, the Guaranty Trust 
Company continued for the time being 
to participate in municipal accounts, and 
it has appeared in the offering of a few 
such issues. 


“Now, however, the Guaranty Trust 
Company has decided to withdraw from 
even this class of securities business. We 
will have only an active Government 
bond department. In addition, the 
Trust Company is, of course, prepared 
to advise clients relative to long term 
financing as well as to their short term 
requirements and, through its trust de- 
partment, to advise, as formerly, regard- 
ing the purchase and sale of investment 
securities in the open markets.” 


@ Roderick McRae and Albert C. Sim- 
monds, Jr., have been appointed as- 
sistant treasurers of the Bank of New 
York and Trust Company. 


@ William H. Kelly has been appointed 
assistant secretary of Fiduciary Trust 
Company of New York. 


@ Thorough public understanding of the 
philosophy of mutual savings banking 
is a “preventative of excessive Govern- 
ment interference or regulation,” H. A. 
Lyon, vice-president of the Harold F. 
Strong Corporation and Public Rela- 
tions Counsel to the Savings Banks 
Association of the State of New York, 
told a meeting of the junior officers’ 
forum of savings banks in Manhattan, 
the Bronx and Westchester at the Hotel 
Astor recently. Mr. Lyon advocated 
continued co-operative advertising as one 
means of fostering public understanding. 

“The public still has only a vague 
knowledge of the difference between the 
mutual savings bank and any other 
bank,” Mr. Lyon pointed out, “and at 
a time when the public is questioning 
all its banks, mute testimony of 100 
years of public service is not sufficient 
evidence to satisfy the inquiring de- 
positor.” 


@Report of the Continental Bank & 
Trust Company, New York, for the 
third quarter ending September 29 last 
shows an increase in deposits from 
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k Buildi 
Bank Buildings 
20 year’s experience in designing bank INDEX TO ADVERTISERS 
buildings qualify us to modernize your 
present quarters—or design new ones— 
in a _ satisfactory, economical manner. 
Our survey may save your money. 
American Telephone & Telegraph Co. 508 
CHAS. A. HOLMES 
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